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LAND RECLAMATION ON HONGKONG ISLAND* 


By T. R. Tregear Ph.D. and L. Berry M.Sc. 


(Geography Department, University of Hongkong) 


Three possible lines of development lay open to the early 
colonists of Hongkong. They could expand upward and 
inland, a difficult process; they could extend along the very 
narrow. lowland strip of the north coast or they could move 
outward and seaward by means of land reclamation. In fact 
they followed all three courses. 

The outward expansion, with which we are particularly 
concerned, was marked, especially in its early stages, by bitter 
controversy between Government and private lot holders. The 
trouble stemmed from the failure right at the beginning to 
make quite clear the legal status of the lot holders; what 
exactly were their rights and their obligations.’ 

Earliest development was piecemeal and without plan.’ 
There was, of course, no continuous bund and no praya. Each 
marine lot holder built as he saw fit, one with his sea front 
jutting out into the water, another with no wall at all. 
E. Ashworth’s sepia drawing in 1845 (Chater Collection), a 
copy of which was reproduced in the Annual Report of 1950, 
gives a good idea of the position. It shows the Governor's 
house (Sir A. Pottinger) where the Education Offices now 
stand, the creek where the Harbour Master's Boat House was 
sited and the very narrow strand where Queen’s Road now runs. 

A modest attempt at a co-ordinated praya reclamation 
scheme was commenced in 1851 but in 1855 Sir J. Bowring 
introduced a much more ambitious plan to extend the front 
from Navy Bay to Causeway Bay and to establish Crown rights 
over the foreshore. The Governor's contention was that the 
land which had been reclaimed from the sea by marine lot 
holders — a matter by that time of nearly 300,000 sq. feet — 
was in reality Crown land. Although Chinese lot holders were 
prepared to come to a compromise, the scheme was strenuously 
opposed by the Europeans, especially by two lot holders, Messrs. 
Dent and Lindsay, whose lots lay near the Harbour Master's 
Boat House (see Map 6). Dent was an unofficial member of 
the Legislative Council. Much to the chagrin and surprise of 
the Governor and in spite of the fact that the official member- 
ship of the Legislative Council had been increased from three 
to six, the Praya Ordinance was defeated on its second reading 
in February, 1859 by six votes to three. Several official 
members ,voted against the Governor. It is significant that 
officials, notably the Attorney General and the Surveyor General, 
were permitted to carry on private practice as well as their 
official work and it must have been difficult for them to resist 
pressure from strong commercial interests. 


The result of this defeat was that the building of the sea 
wall went on as before, piecemeal, irregularly and inefficiently. 
Map 8 gives some idea of this irregularity and also the amount 
of land, already in 1855, that had been reclaimed by marine 
lot holders. Bowring’s intended reclamation is shown by the 
dotted red line. : 

Stung by the untidiness and inefficiency of the sea front, 
the Governor, Sir H. Robinson, in 1863 brought forward a 
scheme for the complete rebuilding and extension of the wall 
100 feet seaward. The expense was to be borne by the marine 
lot holders, who were to receive the reclaimed land in com- 
pensation. Again the lot holders opposed and the scheme was 
guietly dropped. © 

In 1867 a typhoon intervened and demolished the frail sea 
wall. Sir R. MacDonnell determined to rebuild in proper 
fashion and planned accordingly. He met with the same 
opposition as those before him. Government legal opinion held 
that the maintenance of the sea wall was the responsibility of 
the marine lot holders, whilst the lot holders contended that 
they were responsible only for the upkeep of drains and roads. 
The matter was taken to court in a test case (Rex v R. G. 
Webster). Mr. Webster's holding can be seen on Map 8. 
In what came to be known as “The Great Praya Case’ the 
Chief Justice found for the defendants i.e. the lot holders. The 
Governor was once more discomforted and the matter was 
officially dropped. 

In spite of this set-back some development continued 
although in a piecemeal fashion. In 1868, 8!4 acres ‘were 
reclaimed by a 2,700 foot wall from Wilmer Street to Bonham 
Strand and parts of the East Praya were constructed, so that 
by 1873 a more or less continuous praya, running approximately 
along the present site of. Des Voeux Road,:had been achieved. 
This is shown on Map 9. Unfortunately the workmanship on 
the wall was poor. 

Once again a typhoon came to the aid of the planners. 
The great gale of 1874 destroyed the sea wall and so enabled 
Sir A. Kennedy, through his Surveyor General, John M. Price, 
to put through a scheme, costing £212,000 “to substitute a 
new and more endurable wall for the one destroyed by the 
typhoon."’ This entailed a new. wall from White's Lane to 


as 

* This is the third article in the copyrighted series of ‘The Development of 
Hongkong’; the first article (Early Stages) was published in the July 10th issue and 
the second article (Birth and Early Days), appeared in the July 17th issue. 
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(9) HONGKONG IN 1873 
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Murray Pier; the repair of the wall from the Arsenal to East 
Point and from White's Lane to the Gasworks. It also 
undertook to widen the Praya. Although approved in 1874 
as was not really started until 1879. It was completed in 
1880. 

This set off quite a spate of reclamation. In 1883 a 
1,400 foot breakwater was built at Causeway Bay and, by 
1884, 23 acres there had been reclaimed. Two years later 
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1921-1931 
(10) HONGKONG IN 1889 SHOWING SUBSEQUENT STAGES OF RECLAMATION 
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7) Reclamations between |889-1904 


(1886) a sea wall of 3,690 feet at Kennedy Town enclosed a 
further 23 acres. 

In 1887, J. M. Price, the Surveyor General, put forward 
a proposal’ for the reclamation of a further 2714 acres at 
Causeway Bay on which he planned to build 1,200 Chinese 
tenements. In support of his scheme he says “The congestion 
of the population, especially in the central portions of the 
City, is now attaining proportions that cannot but cause anxiety 
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Figures indicate dates when roads 
first constructed; those in brackets 
when major reconstruction undertaken. 
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ROAD DEVELOPMENT IN HONGKONG 


to those responsible for the maintenance of Public Health. The 
evil becomes aggravated from year to year with the increase 
of fresh settlers from the mainland, who are said to arrive here 
at the rate of 600 every month or over 7,000 every year.’* 

One of the big obstacles to rapid development was the 
resolving of the rival claims of civil and military authorities. 
The Governor in a memo on the Praya extension commented 
on “The constant difficulty of improvement and extensions 
because agreement has to be obtained between Civil, Military 
and Naval authorities’ —a difficulty not yet overcome. This 
opinion was further reinforced by that of the Land Commis- 
sioners who said “Sooner or later the Commissioners think 
that, if the population continues to increase, it will be absolutely 
necessary with the increasing want of space and the value of 
land, that the space occupied by the Naval and Military 
Authority will have to be relinquished in consequence of the 
pressure of population in the adjoining positions.° 

The same year that Price started his work at Causeway 
Bay, Mr. C. P. Chater in a letter to the Colonial Secretariat 
(Sessional Papers 1888) urged the pressing need to rebuild 
the sea wall. This he did mainly from the point of view of 
public health. The foreshore .at low tide was pestilential and 
noisome, the town’s sewage ‘emptying into the sea at high 
water level. In addition considerable silting up was taking 
place. Chater reckoned that the whole scheme could be 
carried out without cost to the Government; in fact he estimated 
that a gain of $1,500,000 would acrue when the Crown land 
was séld by auction. The Surveyor General (J. M. Price) 


strongly supported the idea in his report and punctuated the 
financial side with the: following observation. ‘‘Marine 
frontagers would benefit by the mere fact that they would 
acquire extensions to their present lots at something between 
$2 and $3 a square foot i.e. the cost of their reclamation and 
because they would be able to command for these same exten- 
sions prices varying from $4 to $10 per square foot.° 
Evidently these financial inducements .were sufficient to 


overcome the previous opposition by marine lot holders for 


a big comprehensive, scheme, contained in the Praya Reclama- 
tion Ordinance No. 16 of 1889, was evolved, which when 
completed gave the western end of the city sea front much 
its present look. (Map 10). 

Plans were prepared, the work divided into sections and- 
contracts let out in 1890 but it was not until 1904 that the 
work was completed. Many were its vissicitudes. In 1893 
we read that there was no money to continue the work. In 
September of that same year storms badly damaged the work 
already done. Even in 1901 Sessional Papers report *‘Owing 
to scarcity of labour and the starting of the Naval Yard 
extension works and the reclamation and dock works at Quarry 
Bay, progress on the Praya reclamation during the year has 
not been very satisfactory. However, good and useful work 
has been done. Sections 4 and 5 from Wing Wo Street to the 
end of Wing Lok Street, where the Nam Pak Hong Pier stood, 
have come into full use. . . . The new Canton Steamer wharf 
was completed and opened for use in November, just in time 
to take the place of the temporary pier at the end of Wing 
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Lok Street, which was almost completely destroyed by the 
typhoon on the 10th November. The new pier opposite the 
end of Pedder Street, 200 feet long and 40 feet wide was 
completed in October and opened to the public on 29th 
November by H.E. Sir Henry A. Blake, G.C.M.G., who was 


graciously pleased to consent to name it Blake Pier.’’® 


When the work was completed in 1904, in all 65 acres 
had been reclaimed, 59 acres between the Naval Dockyard and 
West Point and 6 acres beyond West Point. The whole -work, 
including the building of piers and of Connaught Road, had 
cost $3,362,325. The total length of the new Praya Wall was 
10,263 feet and its height varied from 27 feet i.e. from the top 
of the coping to hard ground. Of the 65 acres reclaimed, 
33.73 acres were made available for building and the remainder 
reserved for roads and open spaces. The new land was very 
very quickly developed. By 1906 ‘King’s Building, York 
Building, Royal Building and Hotel Mansions were all completed. 
The contract for the new Post Office was signed, the basement 
of which building was to be covered with asphalt to prevent 
tidal and subsoil percolation. This kind of precaution against 
tidal seepage has been found necessary in buildings even on 
the landward side of Des Voeux Road. 

It was during this same year of 1906 that the extensions 
to the Naval Yard, including the graving dock and the filling 
and levelling of the site, were practically completed. 


A period of quiescence in land reclamation now ensued. 
During 1916 and 1917 work on draining and levelling land in 
Sookunpoo Valley to provide additional recreation ground, was 
catried out but it was not until after the end of the First World 
War, in 1921, that the next considerable scheme took shape. 

This was the building of the sea wall from the Naval Yard 
to East Point and the reclaiming of ail that land in Wanchai, 
which lies between Hennessy Road and the sea front (see 
Map 10). This undertaking was known as the Praya East 
Reclamation Scheme. The scheme, which had been first 
mooted in 1897, included the resumption (i.e. the return to 
public ownership) of Morrison Hill with the object of its 
removal as fill. Engineers warned that difficulty in the form 
of much solid rock might be encountered. Their prognostica- 
tions were fully justified and drainage and road building plans 
had to be altered accordingly. The last vestiges of Morrison 
Hill are only today being removed. Work on the sgheme was 
completed in 1931 and the land thus recovered has Bcane one 
of the busiest and most densely settled areas of Hongkong. 
One result of this piece of reclamation was the complete dis- 
appearance of East Point as a geographical feature. 

North Point, never so outstanding as East Point, suffered 
a similar eclipse during the same period (1924 to 1931) when 
a considerable area between Causeway Bay and Quarry Bay 
was enclosed and filled. Both this reclaimed land and that of 
East Praya were quickly developed alpng lines laid down by 
the Town Planning Committee, 1922.7. At North Point 
godown and commercial interests were accommodated on the 
sea front, whilst provision was made inland for 50,000 people 
in'tenements-of European and Chinese type, with public service 
buildings in the centre.* 

In 1931 the approaches to the Yaumati Vehicular Ferries 
on both the Island at Jubilee Street (1.73 acres) and on the 
regs at Jordan Road (2.66 acres) were reclaimed and 

ed. 

The only pre-war reclamation of note on the Island outside 
the City limits was that at Aberdeen and Aplichau in 1920. 

After the great burst of energy during the twenties came 
the years of world trade depression. Very little public work 
was undertaken up to the. outbreak of the Second World War, 
aout from a further 7 acres reclaimed at Kennedy Town in 


* * * 


Earliest urban development on the Island was greatest 
between Ice House Street and Possession Point ic. on the steep 
slopes of the western side of the re-entrant between Mount 
Gough and Victoria Peak—the area known as Tai Ping District. 
This area constituted the heart of the City from its inception. 
In it were to be found all the main governmental and adminis- 
trative offices—the Court House, the Gaol, the Post Office, the 
Hospital and the Market—with Government offices 


and 
Government House on the early periphery, 
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Extension from this centre was rapid. As early as 1851 
Bonham Road and Caine Road marked the upward extension 
of the City, while by 1861 Robinson Road, with a bridge across 
Glenealy, and the Peak Road had been laid out. At the same 
time building was pushing westward along the narrow coastal 
strip. In 1860 we read that Station Road, Tai Ping Street, 
Centre Street, Second Street, West Street, East Street and Sai 
Ying Pun were laid out.° 

In the eastern district i.e. from Wellington Barracks to 
East Point, during this early period, there was little expansion 
above Queen’s Road. The cart track to Shaukiwan was raised 
to the dignity of a carriage-way in 1864 and Bowrington Canal 
was constructed to carry the waters from the drained Wong 
Nei Chung swamps. However, in 1873, the energetic J. M. 
Price proposed the construction of Kennedy Road and by 1889 
both this and Bowen Road had been completed. The construc- 
tion of Macdonnell Road followed in 1892 and thus the upward 
development of this eastern section was completed. 

In 1862 a road of 114 miles from Victoria Gap to Pok- 
fulam was laid out. In 1874 settlement on the Peak had so 
far developed that public authority was concerning itself with 
the provision of roads and wells for the community. In 1898 
the Victoria Gap—Kellet Road, together with Barker Road 
and Chamberlain Road, was opened. : 

Thus, by the turn of the century, the main road pattern 
and plan for the whole Island had been made (Map 11). That 
does not mean that there has not been an immense amount of 
new road building since then. There has been vast building 
both east (North Point) and west (Kennedy Town), involving 
many new roads but these have been largely on the newly 
reclaimed land and not upwards and inwards. A new road, 
ringing Mt. Davis, was built in 1921 and in the same year the 
D'Aguilar Peninsula was opened up when a new road, replacing 
a mere path (see Map 4) was built from Tai Tam Gap to Shek 


O. In 1933 a 10 foot road extension was made to Cape 
D'Aguilar itself. Stanley Peninsula was similarly served in 
1933. The expansion of the City itself was carried one step 


upward in the completion of Conduit Road in 1926. 


However, the energies of the first half of this century 
have been directed mainly to the improvement of existing 
roads, dictated by the advent of the internal combustion engine. 
In 1897, in a burst of patriotic enthusiasm occasioned by 
Queen Victoria’s Diamond Jubilee, a scheme, largely sponsored 
by private subscription, to build an “Island Road" of 1844 
miles, ringing the Colony from Shaukiwan to Kennedy Town, 
was mooted. It was never carried through as a whole but, 
during the next 30 years, much of the resources of the P.W.D. 
Road Section was devoted to improving and re-aligning, to 
surfacing and widening the existing road to 20 feet and in 
some parts to 40 feet to make it fit for the ever increasing 
motor trafic. An interesting note on road surfacing is con- 
tained in 1904 Sessional Papers urging the disuse of sea water 


for road watering since it causes surfaces to break up in damp 
weather. 


As with reclamation, so with road development; the 
depression of the Thirties led to retrenchment and few roads 
were built. A notable exception was King’s Road from North 
Point to Causeway Bay, which was completed in 1936. 

At the outbreak of the Second World War there were 377 
miles of road in the Colony; 161 on the Island and 216 in 
Kowloon and the New Territories. Of these 293 were in 
water bound macadam, dreseed in asphalt.?° 
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IN THE MIDDLE EAST 


By Marek Geffen 


The appearance of the Soviet Union upon the Middle East 
scene as an active force with a large measure of influence on 
the development of events brought new importance to the 
region in general and gave added weight to the local problems 
in particular. It is usually assumed that this change began 
with the Czechoslovakian-Egyptian arms deal of the fall of 
1955. In reality, however, the Soviet Union's interest in the 
area was already apparent at the end of the Second World War. 
Her active participation in the decisions on the Palestine 
question, her policies in the U.N. and her direct aid to Israel 
(then, too, through a Czechoslovakian arms deal) reflected the 
interest of the Soviet Union and of the Communist bloc in this 
area. Between one arms deal and the other, however, the 
Soviet Union's policies underwent a radical change, as, for 
example, in connection with the Israel-Arab quarrel. The 
factors of global strategy, inter-bloc conflict, and the intensi- 
fication of the cold war were without doubt behind these 
changes. 

The main lever in moving the Soviet Union to invest so 
great an effort in order to penetrate into the Middle East is 
generally considered to be the Baghdad Pact, which openly 
defined its anti-communist and anti-Soviet aims. The Soviet 
leadership, however, ignored other publicly-proclaimed aims of 
the members of the Raghdad Alliance, which were expressly 
directed against Israel. In her efforts to win the friendship 
of the Arab countries, the Soviet Union increased her criticism 
of the State of Israel. But even during this period at least one 
attempt was made to return to a certain state of balance. The 
declaration of the Soviet Government of April 17, 1956, which 
came as ‘a reaction to the declaration of the three Western 
Powers, was received as almost a volte-face in Soviet policy 
towards the Middle East. For the first time the Soviet Union 
proclaimed a definite policy on the Israeli-Arab quarrel. The 
Soviet delegation supported steps to lessen the tension between 
Israel and the Arabs, and urged abstention from actions liable 
to increase the tension on the borders. The Soviet Government 
also declared its readiness to participate together with other 
powers in achieving a peaceful solution of all outstanding 
problems. 

This declaration might have been a considerable contri- 
bution towards the prevention of the dramatic developments 
which followed at the end of the year. Unfortunately, however, 
the declaration was incomplete. Firstly, no practical attempt 
was made to analyze the desire to settle the dispute, and, 
secondly, the publication of the Soviet declaration was followed 
by a series of interpretations and acts whose total effect was 
to cancel the proclaimed policies. To the first criticism Soviet 
circles reply that the Soviet Union supports peace in general, 
but does not intervene in the relations of other states, and 
could not therefore offer practical solutions. The second 
argument they reject entirely, hinting that the declaration of 
April 17 still holds good. 

‘Official and semi-official statements issued by the Soviet 
Union during the recent past, however, contradict this last 
claim. The most recent Soviet notes to the three Western 
Powers (of September 7), show no traces of the spirit of the 
Declaration of April 1956. The notes do, indeed, state with 
justice that the Israeli-Arab dispute is not the only source of 
tension in the Middle East region; but the fact cannot be 
ignored that so long as this dispute continues neither peace nor 
quiet can be guaranteed. 

Comments published in the Soviet.press show the sharpen- 
ing attitude of the Soviet Union towards Israel. The one-sided 
character of both news and comments are phenomena of long 
standing. We have long since become accustomed to the fact 
that the Soviet press passes over the actions of the fedayeen in 
silence, publishing only the news of retaliations on the part of 
Israel. 

The Sinai Campaign, of course, made the Soviet press 
attacks even more vitriolic. Now they have begun to accuse 
Israel of acts of provocation against Jordan (during April of this 
year), and, more recently, against Syria. 


There is no doubt that the Soviet Union will not willingly 
yield its influence in the area. To the threat of the Baghdad 
Alliance there has lately been added a new argument: the 
Eisenhower Doctrine, seen as an American plot aimed directly 
against the Soviet Union. The Doctrine aggravated the 
situation in the Middle East and piled added difficulties in the 
way of the attempts to decrease the tension. 


* * * 


The question remains: why does the Soviet Union not work 
for peace between Israel and the Arabs? Why doesn’t she 
present practical suggestions or exert her influence on both 
sides in this direction? It would be naive to believe that the 
Soviet’s partisan policies derive from love of the Arabs or 
hatred of Israel (or that her support of Israel in 1948 derived 
from hatred of the Arabs). Her policies are only a function 
of the global war and of the inter-bloc competition in this part 
of the world. 

The obvious answer is that the Arab world carries more 
political weight than tiny lack Someone once told me that 
the Soviet Union would support a peace agreement between the 
Arabs and Israel when Lebanon did so. Of Lebanon it has 
been said in turn that she will be the second country to sign a 
peace treaty with Israel—the second country, because she does 
not dare to be the first. The meaning of this analogy is clear: 
the Russians understand what the Arab politicians understand: 
to raise the suggestion of peace between Israel and the Arabs 
today would mean the loss of prestige and support among the 
peoples who for years have been incited against Israel. A 
good example of this anxiety for the favors of the Arab world 
can be found in the cancellation and the continued non-renewal 
of the oil agreement with Israel. This was an act which com- 
pletely negated the Soviet Union policy in support of inter- 
national trade. Soviet Russia has argued that economic and 
political matters should not be connected, and from this point 
of view she has protested the embargo against China or against 
other Popular Democracies (in connection with certain strategic 
materials). In the case of Israel, however, her position was 
different. As a matter of fact, it is clear that the Russians 
regretted the agreement long before they cancelled it at the 
time of the Sinai campaign. They began to regret it on the 
very morrow of the signing of the Russian-Israel agreement, 
when Arab circles interpreted the supply of oil to Israel as a 
pro-Israeli step. Apparently it is not ‘‘anti-Israelism’’ but 
‘pro-Arabism™ which is decisive. Soviet circles state clearly 
that they have no intention of doing anything which will 
weaken their position in the Arab East. 

This tendency to court the Arabs is accompanied by a 
glorification of Arab regimes which are, to all appearances, far 


from progressive. Egypt, for example, is described to the 
Soviet public as progressive, free and democratic. “New 
Times" (No. 3, 1957), for instance, published an article by 


I. Bothkarew on “The New Spirit of Egypt."’ The article, which 
contains not a single word of criticism but praise aplenty, reads 
as if it were written about one of the socialist countries. The 
people are described as completely loyal to the Government 
and the communists in prison are not mentioned. On the 
contrary, there is a hint about “‘provocateurs’’ who call them- 
selves communists and who dare to come out against Nasser’s 
regime. We learn that there was not.a single case of action 
against Jews, and that the Egyptians are ‘‘fighting not the Jews 
but Zionism, which serves as the agent of imperialism in the 
Middle East.” There is no mention of the expropriation and 
expulsion of thousands of Jews. 

Syria has recently begun to take the place of Egypt. It 
seems Moscow is no longer so sure of the direction of Egyptian 
policy, and suspects that Abdul Nasser is liable, one day, to 
turn his back on Moscow and join the American bloc. As a 
result Moscow has begun to devote most of its attention to 
Syria, in the form of large and growing arms shipments, com- 
mercial agreements, planned large-scale economic aid for the 
development of the country, and the promises of full Soviet aid 
to the present Syrian regime. And once again Israel is listed 
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as one of the countries “threatening the independence of 
Syria." The Soviet press does not weary of warning against 
acts of provocation which are liable “to put in question the 
very existence of the State of Israel.” 


* * * 


The Poles, on the other hand, are able to distinguish 
between the demands of political tactics and the real evaluation 
of political forces. At one time Colonel Nasser was defined in 
the Polish weekly ‘‘Poprostu’’ as a ‘‘dictator with fascist 
tendencies.” 

The Polish daily newspaper ‘‘Zycie Warszawy’’ published 
a series of articles by its special correspondent in Cairo, which 
listed criticisms of the Egyptian regime. Thus it reported that 
the political life of Egypt was concentrated in Colonel Nasser's 
palace, where all decisions were made; there are no traces of 
democratic life, or of the freedom of the press. The Polish 
paper also criticised the regime for not doing anything to 
improve economic conditions in Egypt. 

The Soviet attempts to prove their friendship for the Arabs 
at all costs sometimes lead to ludicrous results. Thus, for 
instance, the Russian press exploited the New York incident at 
the time of King Saud’s visit to the United States. “New 
Times” found fault with Mayor Wagner's action in refusing to 
arrange a reception for the King. The paper waved away the 
argument about discrimination against Jews and Catholics in 
Saudi Arabia, refused to agree even that Saudi Arabia was a 
backward country and even came out in support of King Saud’s 
struggle for independence and democracy in the Middle East. 
Of course all this was before King Saud reached an agreement 
with Eisenhower. 

It is true that official Polish policy in connection with the 


Middle East follows the line of the Soviet Union. Poland 
supported the Soviet actions in the United Nations. But still, 
the differegace in objectivity is outstanding. The Polish 


Government shows an understanding of some justified Israeli 
demands, especially for free passage in the Gulf of Eilat and 
Suez Canal. Polish papers have emphasized this on a number 
of occasions. Information on the tension in the area is 
generally objective. In addition, Poland is not interested in 
adding to the tension in this area and when Cairo Radio broad- 
cast a report that Poland, too, was supplying arms to the 
Egyptians, an immediate denial followed. 

Poland, thus, has succeeded in doing what the latest 
Soviet policy failed to achieve: maintaining friendly relations 
with both sides. Though the relations between Poland and 
Israel are friendly, there have been no obstacles in the way of 
closer relations between Poland and Egypt. On the contrary, 
the economic relations between the two countries have recently 
become closer, and a number of Polish delegations have visited 
Egypt. Pressure has of course been put upon Poland to give 
up its friendship with Israel, but there are “signs that she is not 
ready to do so. As a typical example we might mention 
Poland's waiving its participation in the laying of the Hedjaz 
railroad, rather than agree that Jews would not be included 
among the workers. 


* * 


The policies of the other countries of the Soviet Bloc, 
however, show no variations from the Russian pattern. 
Czechoslovakian partisanship is outstanding and is underlined 


by her role in supplying arms to Egypt and Syria. This role 
contradicts the traditional support by the Czechoslovakian 
people of the Jewish liberation movement, which found 


expression even before the Second World War and was climaxed 
by active aid during the Israeli War of Independence. 

Bulgaria, too, has followed the general line, though she 
once showed an active sympathy for Israel. The Jews of 
Bulgaria were given the right of free immigration to Israel and 
more than once the Government's interest in Israel found public 
expression. This has changed, however, and Bulgarian policy 
is now identical with that of the Soviet Union. 

Eastern Germany, which feels itself qualified. to denounce 
Israel as an aggressor, came out with the argument that the 
reparations from Bonn are designed to strengthen Israel against 
the Arabs. Both German states are engaged in a fierce struggle 
for influence in the Arab world. The rulers of Eastern 


FAR EASTERN 


ECONOMIC REVIEW 


Germany apparently could find no better weapon in this com- 
petition than the well-proven scare-crow: the Jews and Israel. 

The “Berliner Zeitung’ wrote that the continuation of 
reparations to Israel “‘was only an excuse to support Israeli 
aggression, and harmful to the Arab and German people alike.” 


Yugoslavia’s position is somewhat different. On the sur- 
face Yugoslavia attempts to preserve a certain amount of 
objectivity, and the more important Yugoslavian papers, 


“Borba” and “‘Politike,"” generally publish correct information 
on events in the region. But Tito’s attempt to establish a 
Neutralist Bloc (Yugoslavia, Egypt, India, Syria, Burma, etc.) 
has more than a little influence on Belgrade policy. Yugo- 
slavian circles show a measure of understanding of Israeli's 
problems, her demands for free passage and military security, 
but they are not prepared to express this understanding in 
public. On the contrary, on a number of occasions Yugo- 
slavia attacked Israel in terms stronger than those of the Soviet 
Union. Belgrade’s definition of neutrality is a little strange. 
Tito visited Cairo, but did not come to Jerusalem because in his 
opinion a visit to Jeru8alem would impair... his neutral 
approach. A visit to Israel would of course have harmed his 
relations with Egypt and Syria, and Yugoslavia is not interested 
in doing that. There are reports that Tito would be ready to 
serve as mediator between the Arabs and Israel, and there were 
even rumors about feelers in that direction. But it is difficult 
to put faith in mediation which openly favors one of the sides 
in the dispute. f 

In summary, the policies of the Soviet Union and of other 
Eastern European countries towards the Near East in general 
and towards the Israeli-Arab dispute in particular are deter- 
mined in no small measure by the demands of the global 
struggle. It is this fact which stands in the way of the relaxa- 
tion of the tensions in the area and intensifies the arms race. 
Only agreement between the powers and the ending of the flow 
of munitions can prepare the ground for peace in this region. 
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THE ROLE OF MONETARY AND FISCAL POLICY 


IN 


ECONOMIC DEVELOPMENT 


By Syed Shaukat Kazmi 


(Graduate School of Economics, University of the Philippines, Manila) 


This paper discusses “the role of the monetary and fiscal 
policy in the economic development of an underdeveloped 
country.” The first’: part deals with the factors responsible for 
economic development and the second part treats monetary 
policy with special reference to conditions prevailing in the 
Philippines. The last part comments on fiscal policy and cer- 
tain basic principles to be observed in the formulation of the 
fiscal policy of a country. In the whole discussion of this 
paper, the author has tried to emphasize the role of money 
in the economic development of a country. He does not 
personally believe in the neutral money policy. This is in- 
creasingly felt even now in the United States. 


Economic Growth 
What is an underdeveloped area? “‘An economically under- 
developed country is one which on the average affords its 
inhabitants an end product of consumption and material well- 


being appreciably inferior to that provided by the economies- 


of the developed countries.” The underdeveloped countries 
are often called ‘poor’ countries. Poor is a relative term. 
The citizen of first century Rome was materially poorer than 
today’s resident of Copenhagen or Colombo. But he was not 
poor compared with people living on the outskirts of the then 
Roman world, for example in» Germany or Macedonia. 
Similarly, the average resident of Manila today may be better 
off than he was a century ago but badly off as against the 
average resident of Washington today. 

By definition, an underdeveloped country affords its in- 
habitants a poor end product from its economic system. At 
any time, the quality and texture of the end product is a 
function of the productive resources available to the country, 
how efficiently these are used in production, and the whole 
socio-cultural environment within which all economic activity 
is carried on. But more significant than the currently poor 
end product of the economic systems of underdeveloped areas 
is the fact that, in contrast to the developed countries, the 
product has continued to be poor over long intervals. In other 
words, the distinguishing feature of the underdeveloped areas, 
even more than their current poverty, is the persistence of this 
poverty over time. And if one asks total output has not grown 
more rapidly than population, the basic answers seem to be 
outside the economic sphere. In an important sense, then, the 
really fundamental problems of economic development are 
non-economic. 

The dynamic factors in economic growth. The remarkable 
growth of total output in developed countries since 1800 seems 
attributable to four basic factors, namely: entrepreneurship, 
innovations and technical change, capital accumulation and increas- 
ing specialization and exchange between persons and _ regions 
nationally and internationally. All four were of course linked 
together in complex patterns rather than in a simple linear 
cause-and-effect relationship. Without innovation and technical 
change, certainly capital accumulation would have been far less 
than it was. ‘Without entrepreneurs actively to mobilize and 
combine the existing productive resources, innovation and 
capital accumulation would not have augmented total output as 
they did. Without the spread of the market that permitted 
specialization and exchange, the effects on output of the other 
three factors would have been much diminished. Finally, even 
the fact that population growth tapered off in the developed 
economies seems to be explainable only in terms of complex 
socio-cultural factors that induced a fall in birth rates. 

Cultural barriers in underdeveloped areas. Just why, in the 
now underdeveloped countries, the basic factors that elsewhere 
have made for a secular rise in total output have operated with 
so little force, or why birth rates have not appreciably declined, 
must presumably be explained by the dominant socio-cultural 
values, with their accompanying institutions, that still predo- 
minate in these countries. Why Indian or Arabic mathe- 


maticians, for example, have so rarely applied their talents 
toward raising the material well-being of their own people; why 
entrepreneurs are scarce in the underdeveloped countries; or 
why productive real capital formation has been so trifling—all 
such questions seem answerable only in terms of values that 
guide and motivate people in these societies. 

If this is true, merely providing more capital equipment 
from abroad or demonstrating superior techniques of produc- 
tion will not create an environment from which innovations 
are bound to appear, or in which the entrepreneurial spirit and 
point of view are certain to flourish. If these could be assured, 
internal productive capital formation would almost certainly 
follow. Only in a very limited and comparatively trifling sense 
can economic development be ‘imported.’ In nearly all its im- 
portant essentials it must be generated from within. A people 
whose standard of living is not above its level of living is not 
likely to achieve much material progress. There must be a 
desire for economic progress coupled with a determination to 
achieve it. 

To contend that the really substantive barriers to deve- 
lopment are mainly noneconomic is not to deny, however, that 
these barriers are most surely and easily crumbled from the 
economic side. Historically, the most powerful factor in re- 
orienting and reshaping the socio-cultural environment seems 
to have been the spread of trade and commerce. 

Trade and the socio-cultural environment. A predominantly 
agricultural economy with numerous local village markets that 
are largely self-sufficient and have few trade relations with one 
another internally or with the rest of the world offers little 
scope for entrepreneurship and little likelihood of generating 
innovations from within. Furthermore it has few channels 
through which innovations might filter in from the outside. 
Consequently, its value patterns tend to be impermeable and 
its institutional structure unvarying. Such was the situation of 
many now developed countries a century or more ago, and 
such is the position of many underdeveloped areas today. 

The growth of trade relations within such an economy 
and between it and the outside world has a dual effect: 
first, it offers other outlets for local products and non- 
traditional uses for human and nonhuman productive resources; 
second, trade by its very nature filters in new products, new 
techniques, new ways of doing things and new points of view. 
In short, trade disrupts traditional relations between products 
and productive factors because it introduces new outlets for 
products, and hence new demands for productive factors. 
But, equally important the economy is no longer insulated 
from ideas and techniques that are common in the outside 
world. 

The merchant-trader, who has usually been the active 
agent in the expansion of trade and commerce, becomes the 
initial source of innovations, and he provides the first visible 
manifestations of the entrepreneurial spirit in the villages and 
the country-side. By offering new market outlets and thus a 
reason for new patterns of resource use, he weakens the 
economic base that supports the old values and the traditional 
social structure. Because he is widely imitated, the merchant- 
trader tends to spread the entrepreneurial attitude far beyond 
his immediate contacts. He fosters the commercialization of 
agriculture, for example; by extending the range of products 
he deals in, and perhaps also by advancing the necessary 
working capital from his own funds, he promotes the develop- 
ment of local handicrafts and local manufactures. 

An oft-repeated sequence in economic development has 
been the growth of trade with increased interconnections 
between markets, an increasing shift to a money nexus within 
the economy greater capital accumulation, growth of credit and 
banking facilities, expansion of non-agricultural production and 
general economic development. Development becomes an 
ongoing process. Throughout this sequence—which of course 
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has often been spread over several decades or even longer— 
the shift has been toward values that rate economic accom- 
plishment more highly and toward a social environment that 
expects, accommodates and perhaps even welcomes changes. 
The noneconomic blocks to development are pushed aside or 
submerged. 

Transport and foreign trade. Historically, no two factors 
have done more to promote internal trade than improved 
transport and communications and intimate contact with foreign 
markets. During the nineteenth century, these two went hand 
in hand: drastic declines in the ‘cost of distance’ greatly 
stimulated foreign trade; cheaper and better internal transport 
gave the hinterland access to tidewater and fostered internal 
trade as well. If the last half of the nineteenth century may 
be called, with pardonable exaggeration, a gigantic boom chiefly 
built around the steam engine and the steamship perhaps the 
most far-reaching consequence of this boom was the astounding 
growth of internal trade and commerce in many countries. 
Manufacturing and industrial development subsequently follow- 
ed along, if not at equal move or to the same degree in all 
countries, nevertheless perceptibly and at an increasing pace 
down to 1914. 

Other factors aiding development. To stress the importance 
of the commercialization of economic activity and the spread 
of specialization and exchange within the price system is not 
to contend that nothing more can or need be done to foster 
and achieve development. Neither historical experience nor 
good judgment supports this view. Everything need not be 
left to the gradual spread of the price system. This develop- 
ment process can be stimulated in other ways. The Govern- 
ment. can promote development by deliberately modifying the 
socio-political environment, both by permissive legislation and 
by more positive measures. The Government could also reform 
the monetary and fiscal system in many underdeveloped areas 
with good effect. Only the state can promote literacy and 
general education. If a country is impatient for the develop- 
ment of private industry, the government can help directly to 
foster it in various ways, even though it puts primary emphasis 
on specialization and exchange within the price system. The 
government may underwrite many of the costs of borrowing 
technology from abroad, of pilot plants and similar experimenta- 
tion, of industrial and agricultural research. Government 
credit can be employed where projects are too large or too 
risky to be undertaken by private enterprise unaided. Railway 
construction is an obvious case in point; other examples are 
communication facilities, roads and harbors. 

For much of this ‘social overhead capital’ the government 
will probably have ‘to supply the necessary financing; 
that is, the purchasing power necessary to command 
productive factors. But this does not mean that the state itself 
must build the highways or railways or telephone system. The 
state may provide the funds, but private contracting firms may 
do most of the actual construction. Greater specialization and 
exchange between persons and regions with their salutary 
effects on output, technical progress and socio-cultural institu- 
tions need not of course be effected through the institution of 
the price system with its emphasis on the money calculus. 

To summarize: the chief barriers to economic development 
in a dynamic sense appear to be a cultural environment that is 
inhospitable to change, that lacks entrepreneurs, that does not 
generate innovations from within or borrow them from without, 
and that makes use of far too little specialization for high 
productivity. An effective way to overcome these difficulties 
is to increase the flow of domestic trade because it will force 
new value relations, new patterns of resource use, greater 
specialization and efhiciency in production, more commercializa- 
tion of production and other important changes. To promote 
internal trade a country needs to link its economic life to the 
world market and simultaneously to improve the facilities: for 
internal transport and communication. 


Monetary Policy 


The principal objectives of monetary policy are the 
classical objective of transaction accommodation; the Keynesian 
objective of economic stabilization with full employment goal; 
and the objective of modern growth economics with aims of 
reasonably rapidly growing domestic production (if not 


productive capacity) and per capita income level, especially 
in underdeveloped countries. 
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In regard to underdeveloped countries in general and to 
the Philippines specifically, the question of the proper role of 
monetary policy involves certain specific considerations relevant 
to the characteristic underdevelopment of the economic struc- 
ture. Generally speaking, the limited organized monetary 
sector which comprises around 30 per cent of the whole 
Philippine economy causes limited range of monetary policy 
with much unexpectable’ repercussions arising from a given 
policy. Even in this monetary sector, the degree of monetiza- 
tion are so diverse and rather heterogeneous, some of them 
mostly big urban areas geographically and commerce sectorally, 
are rélatively highly organized and easily susceptible to 
monetary policy while the rest of the regions or sectors are 
relatively inelastic to the monetary control due to the limited 
scope of exchange in their economies. Price level in the rest 
of the regions or sectors may therefore pursue its own course 
at least temporarily until general pressure is felt, showing great 
disparities among them not only horizontally but also in terms 
of time-dimension. Factor mobility may not be easily induced 
by a few differentials in price while the subsistence pursuits 
are being kept on. The liquidity condition, therefore, is 
generally high in the economy, with discontinuously diverse 
degrees among sectors or regions; urban areas may be regarded 
less strong in their liquidity schedule while the backward areas 
prefer higher rigidity and slower turnover. Internal income 
velocity may also be discernibly different among them, higher 
in cases of urban areas and lower in the backward areas with 
attached tendency of centripetal movement into relatively bigger 
urban areas due to the peculiar demand structure of the 
economy. Demand for loanable funds may also be quite diverse 
among them in relation te supply, implying greater needs in 
agrarian sectors where the exorbitant interest charges have 
been prevailing in-the forms of loan-sharks, advances by middle- 
men, pre-harvest sales and so on. It may be said that their 
demand curves are totally inelastic to the interest rate or rather 
backward sloping. While on the other hand, in urban areas, it 
may be relatively interest elastic with, of course, much of dis- 
continuities, showing relatively easy accessibility and discon- 
tinuous demand function for loanable funds. Any rate, interest 
rates are usually highly irresponsive to the supply and demand, 
or demand and supply are highly inelastic to the interest rates 
with great range of twist showing oligopolistic control. In 
cases of larger and well reputed enterprises or persons, money 
is relatively easily accessible with relatively low interest rates, 
while on the other hand, exorbitantly high or even no credit is 
available at whatever level of interest, to those who seem to be 
risky or untested. 

The monetary structure is usually underdeveloped and 
vulnerable to any smaller change in internal, or external forces. 
The money market is not developed except in banking institu- 
tions, and the power to control the movement of loanable funds 
is usually limited to the banking institutions alone. The capital 
market is also underdeveloped and unreliable to any larger 
movement of funds to a great extent, and its behaviour is more 
likely to be speculative than to be rational, manifesting a greater 
volatility move than the reality is. 


Even from this purview, it is possible to see that the scope 


,for monetary policy is qualitatively limited, if not quantitatively, 


owing to the strong uncertainty attached to the economy. Any 
measure designed to promote economic development is likely 
to infuse more disturbances than the gains if not accompanied 
by supplementary measures. Yet, this does not mean that the 
scope for monetary policy in economic growth is theoretically 
limited, i.e., it plays only a neutral role. This rather means 
that the monetary policy in underdeveloped countries in general 
and in the Philippines in particular, is, though limited in scope 
in actual application or implementation, potentially capable of 
dynamizing the economy. In view of the fact that there exists 
significant unemployed resources, the relatively limited 
organized monetary sector may promise that the role of 
monetary policy may be greater in promoting economic 
development by bringing these resources into exploitation. In 
this way it can play a positive role in the Philippines. 

Policy formation criteria, too, seems to be heavily inclined 
towards the objective of economic growth with milder supple- 
mentation by other objectives. 

It is quite reasonable to agree with those who see that the 
essence of the Keynesian thesis is not applicable to under- 
developed countries, because what they lack is not effective 
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demand but production in real terms in the economy in which 
the Say’s law of market is universally applicable. Therefore, 
the artificial creation of effective demand through creation of 
new money is likely to lead in inflationary trends because of 
the non-existence of excess capacity at all layers of the 
economic structure. Hence, new money will likely create 
maladjustment in the economy except in the case that the new 
creation of money is very mildly designed to smooth out the 
past maladjustment in the economy. Even then inflation exists. 
At present, fundamentally, the Philippine economy is potentially 
biased towards inflationary pressure. If some measures are 
taken, they will face a number of special mechanical difficulties, 
such as: 

(a) the greater importance of currency as compared to 
bank deposits makes it difficult for the monetary authority ¢o 
reduce the money supply; 

(b) lack of properly organized money market and capital 
market; that the Central Bank will find it difficult to control 
even the commercial banks in short-term lending. The absence 
of a bill market and also of borrowing from the Central Bank 
makes the Bank Rate generally ineffective, while the absence of 
a capital market makes it impossible for the Central Bank to 
engage in open-market operations beyond the present day 
negligible magnitude; 

(c) the existence of cash reserve in excess of both legal 
and normal requirements makes it difficult for the Central Bank 
to’ control bank credits because commercial banks have reasons 
to offset Central Bank action; 

(d) the foreign banks, which occupy an important position 
within the banking system, can usually replenish their cash by 
borrowing either from the Head Office, or from the money 
market abroad. The Central Bank desiring to contract credits 
in such circumstances would have to supplement their usual 
weapons with that of exchange control and to prohibit the 
imports of banking capital which may be incompatible with the 
long-run objective of economic development in regard to foreign 
investment; 

(e) existence of a major non-monetary sector in the 
economy makes it possible that restrictive credit policy will 
force transactions out of the monetary into the non-monetary 
sector, while leaving prices within the monetary sector as high 
as before. 

In general, adjustment to a lower price level is particularly 
impossible without a loss of employment and production, and 
developing economies are usually averse to any such setback 
to their hopes and plans. If the price decline continues, the 
deflationary effect may well be mitigated by government deficits 
brought about largely by reduction or repeal of export duties 
on commodities which have fallen in prices or deficit spending 
to ‘support export prices or compensate producers for their 
decline. More stringent import controls are also to be expected. 
It is natural for a country to meet an emergency inflation 
through measures connected with fiscal policy and monetaty 
policy, within a general framework of existing direct and in- 
direct controls. But it can be properly handled and checked. 
As such, a ‘controlled inflation’ will not do much harm to the 
economy, but it will rather help in the economic development 
of a country. . 

The characteristics of the, underdeveloped economy are 
also present in the monetary and financial structure in the 
Philippines. The relative smallness or underdevelopment of 
the money-sector economy, financial and capital markets, less 
diversification and hence less scattering of risks among the 


population, etc., give strong limitation upon the efficacy of 


domestic monetary measures while the extenal forces are readily 
entering into the internal monetary mechanism. _ The higher 
stage of economic progress cannot be reached until and unless 
the complementary development in the exchange. system, with 
its associated activities in finance, commerce, transportation 
and others has evolved. 


Fiscal Policy 


Fiscal policy to attain economic development is much 
magnified in the present national development efforts among 
underdeveloped countries. In the case of the Philippines, it is 
still very significant at least qualitatively, if not quantitatively 
sufficient, to economic development. Setting aside general 
nature of fiscal policy, the basic objectives of fiscal policy in 
connection with economic development may lie in the following: 

1. Fiscal policy may be used to counteract inflationary 
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Pressure arising from development spending or from other 
sources by reducing over-all effective demand. In doing so, it 
establishes conditions in which anti-inflationary methods of 
financing especially voluntary savings as well as encouragement 
of foreign capital inflows may be effectively employed. 

Counter-inflationary fiscal measures are various in nature 
and ways. These are from negative to positive in nature, i.e., 
government refrains from positive participation through deficit 
financing or surplus current account, etc.; and from other 
multiple ways such as taxation, guarantees, confiscatory or 
compulsory participation and export levies. Many experiences 
after World War II in monetary reforms, both in Europe and 
Asia, have provided some further reflections. 

2. By reducing consumption and unproductive investment 
which may compete with a development program, further taxa- 
tion may release resources for economic development. This 
implies the reduction of effective demand both in over-all basis 
and in specific resources which are thereby set free and may 
be subsequently transferred by appropriate policies to economic 
development. 

Taxation is generally regarded as an anti-inflationary 
weapon, yet it is not always serving this purpose. At any rate, 
fiscal policy for promotion of economic development arises 
primarily at an increase in savings and capital formation. The 
enforcement of a greater volume of savings may or may not 
conflict with other considerations, i.e., redistribution of income 
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and wealth, administrative feasibility, etc. For example, if the 
income distribution is quite unequal and propensities to save 
among the various layers of income classes vary considerably, 
taxation for promoting savings may vary. Certainly, the lower 
income brackets are not in a position to contribute to increased 
savings owing to their limited income. Therefore, “for a large 
proportion of this growth, we are dependent on the savings of 
the rich out of their superfluity’” and taxation or any fiscal 
measure is accordingly to be reshaped to encourage savings by 
the upper income class, because in this case, domestic taxation 
is likely to absorb resources which would otherwise have been 
saved voluntarily, and hence it makes no net addition to the 
financing of economic development although the nature and 
fields of development are then more directly determined by the 
government. . 

Aside from equity considerations, the suitability of either 
a regressive or progressive tax structure would depend on the 
investment habits of the high-income groups. If savings and 
investment habits are unlikely to change in the short-run, and 
if a higher rate of savings and capital formation is desired 
immediately, progressive tax structure is more desirable and 
any dis-incentives accruing to this progressive taxation may be 
in part or in whole potentially, if not manifestly, offset by in- 
centives created by external economies arising from the more 
discretionary diversion of investment funds. 

If, on the other hand, savings and investment habits are 
expected to change conducively in the short run, then the 
objective of raising the rate of capital formation would call 
forth a rather regressive tax structure. In cases when the 
foreign financing is considerably employed for economic 
development, it must be noted, the domestic taxation is less 
needed as anti-inflationary measure and contrarily, it, is 
particularly important dyring the period of repayment. 
Another case may be cited when direct controls are largely 
supplementary measures to avoid inflationary price increase 
resulting from direct limitation of supply. 

3. Fiscal policy may be employed for capital formation in 
a combination of positive inducements for desirable investment. 
This objective is achieved by differentiating rates of taxation, 
a discriminative tax system or the grant of tax concession in 


suitable direction, direct and indirect guarantees, capital ex- 


penditure from current surplus and deficit financing; whereas 
subsidies may be regarded as negative taxes, or as an extreme 
case -of tax exemption and thus be brought under a broader 
concept of fiscal policy. é 

The..government is taking a growing role directly and 
indirectly in the capital formation of underdeveloped countries. 
Fiscal policy tools available may be classified into the following 
‘categories: ‘ 


(1) Surplus in current account. Current account surplus 
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may be brought about either by selective increase in taxes on 
income, on duties, on imports and exports, or in prices in 
government-operating factories or by corresponding reduction 
in normal government expenditures, 

(2) Deficit financing. Deficit financing by, borrowing from 
the private sector, banking system, foreign sources or by draw- 
ing from existing cash balance and expanding directly and 
indirectly in a development program. 

(3) Governmental guarantees. Governmental guarantees, 
visible or invisible, implicit or explicit, direct or indirect to 
national and/or international investors inclusive of official 
sources may enable the government at many times to make in- 
duced capital formation without actually investing in industries 
and hence providing favourable environment to the raising of 
the marginal efficiency of capital. 

(4) Investment discrimination. Fiscal] discrimination system 
direct and indirect among types of investment and expenditure 
may also be preferably relied in inducing desirable volume of 
savings and direction of their investment. 

(5) Income distribution. Finally, fiscal policy may also be 
designed to promote such objectives as changes in income dis- 
tribution by progressive income taxation, and others not strictly 
of an economic nature but indirectly affecting economic deve- 
lopment. 

These fiscal discretions, however, are not without obstacles 
and limitations in the Philippines. There are many non- 
economic factors (such as political influences, etc.) responsible 
which are making the implementation of the policies less 
effective. 


Conclusion 
In conclusion, it can be guardedly remarked that though 
the monetary and fiscal policies of a country play an important 
role in the development process, particularly in the case of an 
underdeveloped country, there are other economic factors like 
entrepreneurship, innovations and technical change and in- 


creasing specialization and exchange between persons and 
regions nationally and internationally which play equally 
important roles in the process of economic development. 


Monetary and fiscal policies.can accelerate the growth of capital 
formation and provide a conducive environment for other 
factors to enhance economic development. 

“Beside the economic factors there are numerous non- 
economic factors responsible for the economic advancement of 
an underdeveloped country. These factors differ from country 
to country due to differences in the socio-economic structure. 
Here in the Philippines, the Central Bank has a limited scope 
because of noneconomic factors and the fact that a large portion 
of the population resides in the rural areas which have no 
banking facilities. 
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COMMENTARIES ON CHINESE PAPER MONEY 


SOUTH CHINA 
KWANGTUNG 
By E. Kann 


Modern banknotes were first issued by the Kwangtung 
Bank in 1903 in denominational values of $1, $5 and $10. 
But almost from the outset the service of Kwangtung fiat money 
left much to be desired, as may be gleaned from two excerpts 
quoted here in full. 

Between 1903 and 1907, the Hongkong Chamber of 
Commerce, acting conjointly with the Foreign Chambers of 
Commerce in Shanghai and Tientsin, submitted many 
memoranda on China's highly unsatisfactory state of her 
currencies to the Doyen of the Diplomatic Corps in Peking. 

One such reminder (May, 1967) contains interesting and 
authentic allusions to the origin of depreciation of South 
China's dollar currency, respectively to the surreptitious and 
most informal replacement of the silver dollar by the “‘small 
coin dollar.” 

It should be recalled that some years before 1907 the 
Provincial Government of Kwangtung had issued one and five- 
dollar notes which, on the obverse, showed a reproduction of 
the I-dollar (72 Candareens) silver coin. Undoubtedly, the 
purport of these notes, when ‘first issued, was that they should 
be redeemable in ‘big’ silver dollar pieces. But slowly and slight- 
ly, the Canton authorities transformed the notes into ‘small’ 
dollars and would then accept them in payment of taxes and 
dues only as subsidiary coins. The relevant passage from the 
said despatch, emanating from the Hongkong Chamber of 
Commerce in May of 1907, reads as follows: 

“Furthermore, the provincial authorities issued 
banknotes of one and five dollar denominations. The 
one-dollar notes were ‘watered’ from the outset, because— 
though they display on the obverse the Chinese character 
for “One Dollar” and also show the reproduction of a 
Kwangtung dollar, supposedly worth 7 mace and 2 
candareens—they show on the reverse side the annotation 
that they are payable in small coin. At the present market 
rates this is tantamount to a discount of nine percent; this 
discount fluctuates and was at times higher or lower. 
These notes are neither accepted by the Customs 
Administration for Customs dues, nor are they available for 
payment of /ikin,* at par, but they are subject to the 
discount prevailing on the market. 

Lately, the Kwangtung authorities arranged for a new 
issue of one, five and ten-dollar bills. Although these 
notes were emitted at face amounts, and notwithstanding 
the fact they reproduce in print on the reverse side the 
wording of a Proclamation decreed two years ago— 
according to which the notes are eligible for the payment 
of Customs, Salt and other government dues—one discerns 
on the upper margin of the reverse side the remark that 
the banknotes are redeemable in subsidiary coins, These 
remarks, which now form part of the notes, are similar 
in the wording contained on the first-mentioned issue 
(seemingly imprinted at a later stage). The result is that 
these issues are in fact certificates for depreciated sub- 
sidiary coins, and they do not represent the equivalent of 
their face value.” 

In the early thirties of the 20th century, reform endeavors 
prevailed in the realm of paper money issued by provincial 
authorities. The following report, dated Canton, April 16, 
‘1933, is reproduced here from the columns of the Shanghai 
daily “‘North China Daily News.” 

“As the first definite step towards currency reform, 
the Canton authorities are contemplating the issue of a 
series of ‘big dollars’ (Mexican) banknotes, to the total 
value of $10,000,000, in $1, $5 and $10 denominations. 

The issue will be effected by the Kwangtung Pro- 
vincial Bank, which has already been authorized by the 
provincial authorities to proceed with this plan; but, as it 


‘ 
*A Chinese provincial duty imposed on commodities in transit; the scale often 
was arbitrary. Was abolished about 1928. 


will take considerable time to complete all the necessary 
arrangements and to secure adequate reserve funds, the 
new notes are not likely to be put into circulation until 
some time next year. 


Canton’s present currency system, based on subsidiary 
coins, is generally held to be unsound both from the 
economic and banking point of view, and the measure at 
present contemplated is expected to lead ultimately to the 
adoption of the national currency, which will facilitate 
inter-provincial, as well as international trade and banking 
transactions. 

At present, with the lack of a standard currency, all 
banking business is done through Hongkong and foreign 
banknotes are enjoying a big circulation in the province. 
The wide fluctuations betwen the Canton money and the 
Hongkong notes render business most uncertain and 
dificult. The authorities hope that with the issue of ‘big 
dollar’ notes, the circulation of foreign banknotes within 
the province will be greatly reduced. In connection with 
the fluctuations between the Canton money and the 
Hongkong notes, it may be noted that the present rate of 
exchange is $145 (Canton coins) to $100 (Hongkong 
currency). This gives the Hongkong notes a premium of 
45%, the highest on record. Chinese bankers declare 
that this unprecedentedly high premium may be attributed 
to the large demand for foreign banknotes, due to the fact 
that payments for all imports have to be made with drafts 
purchased with Hongkong currency as basis of calculation. 
The bankers all attribute the premium on Hongkong notes 
to the continued enforcement of the embargo on the 
export of silver from Kwangtung. 

Canton, it may be recalled, only recently experienced 
a currency crisis when the old banknotes issued by the 
Central Bank—those of the $5 and $50 denominations— 
suffered sharp depreciation following the official announce- 
ment that the Provincial Bank would not give silver in 
exchange for them. The $5 notes are now at a discount 
of approximately 25 per cent., but it is of interest to note 
that those of the $50 denominations have suddenly gone 
up, and there is even a premium on them as high as 70 
per cent.” 

By way of explanation for this apparent anomaly it might 
be stated that $50 then were in great demand by the govern- 
ment tax bureaux in various districts for remittance to the 
provincial treasury. During the crisis, when these notes 
suffered heavy depreciation, the provincial finance department 
ordered the tax bureaux to report to the department the 
number of these notes ($50) they actually had on hand. 
Thinking that such notes might be acquired at a large discount 
in the market, the tax bureau officials reported that they had 
collected a large number of them. A precarious situation 
developed when it was discovered that the number of notes the 
tax bureaux claimed to be in possession of was many times the 
number actually issued by the bank, the actual amount in 
circulation being only $200,000. The tax bureaux were con- 
sequently caught short and had to go on purchasing the notes 
at even a high premium. The foregoing explanation came 
from Reuter’s Telegraph Agency. 

The Ta Ching Government Bank opened for business in 
Canton in 1909. At first it issued notes in denominational 
values of $1, $5 and $10, but later on $50 and $100 were 
added. When forgeries of the $10 notes were found circulat- 
ing in the market, that denomination was withdrawn. Besides 
dollar notes the Ta Ching Bank also emitted tael notes, but 
in small quantities. According to its Regulations, reserves in 
silver or gold to the extent of 50 per cent. had to be held, 
while the other half was to consist of marketable securities. 
Upon the outbreak of the Revolution (October, 1911) the Ta 
Ching Bank had to cease its functions, 
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Its successor was the Bank of China which opened a 
branch office at Canton. In order to be enabled to proceed 
with the redemption of outstanding banknotes throughout 
China, the new bank was authorized to print $30,000,000 
worth of bonds, the latter to be exchanged upon request against 
banknotes in trafic. The Bank of China offered to lend 
against such bonds 50 per cent. of face amount. Henceforth 
the said institution was to issue new ‘big dollar’ notes. 

On December 25, 1912, the Bank of China announced its 
emission of fiat money, based upon its special privilege, all of 
which was to be convertible into silver. These new notes 
were to be accepted in payment of taxes and dues, for the 
purchase of railway tickets and postage stamps, for salaries to 
officers and officials and for general trading purposes. Three 
categories of notes were emitted: (1) Special notes, of which 
only $5 value existed; (2) ‘Big Dollar’ notes for $1, $5 and 
$10; (3) ‘Small coin dollar’ notes in denominations of $1 and 
$5. 

From the proceeds of the 1913 5% Reorganization Loan, 
the Bank of China obtained £1,000,000 from the Salt Ad- 
ministration for the purpose of redeeming outstanding Canton 
notes, the total volume of which aggregated $31,645,304. 
These were recalled at the rate of 0.455, and in their place 
new notes for altogether $14,398,710 were issued by the Bank 
of China, the same to be convertible. 


In 1916 hostilities broke out between South and North, 
due to the attempt of Yuan Shih-kai to elevate himself to the 
rank of emperor; and the Canton branch of the Bank of China 
had to face a serious run. At first it complied with the storm 
and redeemed its paper money freely; but on April 12, 1916, 
its silver reserves were exhausted and the bank at Canton had 
to close its doors. At that time the total sum of its notes 
outstanding was not large, though these were heavily depre- 
ciated in the market. The Government -was itself heavily 
involved in debt and could then not come to the assistance of 
the Bank of China in Canton, notwithstanding the fact that the 
cause for the disaster was much more applicable to the Peking 
Government than to the Bank of China. 


After one year’s suspension of business in Canton, the 
Bank of China raised, by means of special deposits and by 
borrowing from a foreign bank, about 2,500,000 dollars and 
re-opened for business at Canton. However, on May 12, 1918, 
it had once more to close its doors. The total amount of notes 
outstanding by the Canton branch of the bank at the end of 
1917 was $4,980,000, at the close of 1918 $4,340,000, at the 
end of 1919 $5,701,000, and at the end of 1920 $5,330,000. 

In view of the circumstances outlined, the notes of the Bank 
of China in Canton went to a heavy discount, which at one time 
was 70 per cent. of par. In 1920 the Treasury Office of 
Kwangtung proposed to establish a Provincial Bank which 
would be allowed to issue paper money. On May 19, 1924, 
the Bank of China advertised that it was prepared to repay its 
Canton liabilities, except those due to the Government; but 
refund was to take place in instalments. Holders of banknotes 
were requested to register in order to obtain deposit receipts 
in exchange for notes held. Such receipts were to be redeem- 
ed to the extent of 20 per cent. after one year; 40 per cent. 
after three years; and the remaining 40 per cent, after five 
years. . 

The Bank of Communications also emitted notes at Can- 
ton, but only before the 1911 Revolution. Its circulation there 
was not large and seemingly was redeemed in full. The bank 
clesed its Canton branch at the end of 1911. 

On August 15, 1924, the Central Bank 
opened with a borrowed capital of $10,000,000. 
director was Mr. T.V. Soong. When the Southern army had 
reached Nanking in 1928, it was decided to inaugurate a 
(national) Central Bank of China with main offices at Shanghai. 
For this reason the name of the Canton (provincial) institu- 
tion had to be changed into “Kwangtung Central Bank of 
China.’’ At the same time, the latter's capitalization was fixed 
at ‘small coin dollars’ 13,000,000. Notes were issued with 
the portrait of Dr. Sun Yat-sen in denominations of Si. Sa. 


$10, $50 and $100. 

‘ Toward the close of 1926, the total issue of the (pro- 
vincial) Central Bank was ‘small coin dollars” 20,000,000; 
but the career of these notes was by no means smooth. There- 
fore, it often happened that large quantities were presented 
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for redemption, and just as frequently were small discounts 
from par quoted in the market on these notes. 

In 1927 the Canton public was invited to subscribe to a 
provincial loan, amounting to $10,000,000 and calling for 
interest at the rate of 10 per cent. per annum. As subscrip- 
tions were not forthcoming voluntarily, merchants and others 
were forced to subscribe; however, only six million dollars were 
forthcoming by such compulsory means, notwithstanding the 
fact that the loan scrip could be paid for in, current banknotes. 
When another run started in September, 1927, restrictions were 
at once imposed on note redemption; no one was permitted to 
cash more than $100 in notes at one time. 

In the winter of 1927, a communistic rising occurred at 
Canton, at which occasion the Central Bank’s premises were 
set on fire. But business was restored on December 19. How- 
ever, transactions once more had to be discontinued again on 
December 29, due to the existence in the market of excessive 
quantities of local paper money which was practically irre- 
deemable. The Treasury saw itself forced to announce that, 
beginning from January 28, 1928, taxes and dues were to be 
paid to the extent of 80 per cent. in silver, while the remaining 
20 per cent. could be tendered in paper notes. Banknotes 
flowing in through such channels were to be retained and 
withdrawn from circulation. 

At the beginning of 1928, the Canton Government ordered 
the public to accept the notes of the Central Bank at par. 
Since December 21, 1927, the said bank was supposed to have 
resumed the redemption of its notes. Depositors who placed 
their money into Canton banks before the Communist 
coup were ordered not to draw more than 10 per cent. from 
their credit balances until further notice, so as to help stabilize 
the money market. 

As the bank did not continue to conduct regular business, 
it had to proclaim what practically amounted to a moratorium 
on its obligations. Furthermore, taxpayers were requested to 
make payment of dues in advance. Payment was to be ren- 
dered in Central Bank notes before the end of June, 1928, and 
refund was to be obtained to the extent of 20 per cent. in 
August, 20 per cent. in September, and 30 per cent. each in 
October and November. 

The withdrawal of banknotes had—by June, 1928— 
reached |2 million dollars. By that time the value of the 
notes in the Canton market had improved, since the discount 
had been reduced to only 10 per cent. In order to 
re-establish normality, it was proclaimed that Central Bank 
notes should be surcharged with ‘“‘Kwangtung Central Bank,” 
whereupon they would be redeemable in silver, at least the 
smaller denominations first, while the values above $10 were to 
be retarded in their turn for redemption. Toward the end of 
1928, all Canton banknotes were once again cashable. 

Immediately upon changing the name of the Central Bank 
of China into “Kwangtung Central Bank"’ (in March, 1929), 
there was another run for the encashment of banknotes on the 
said bank, though it did not assume large proportions. 

Political unrest revived in 1929, and this movement had 
a derogatory influence on the banknote situation. Runs be- 
came so frequent that the Canton authorities decided upon 
restrictions and new mitigating measures. Merchants, and 
especially exchange shops, when presenting notes for redemp- 
tion, had to hand in special forms recording their actions. 
Owners of notes, who had lost confidence, could deliver their 
note holdings in return for a fixed deposit receipt. People 
profiting by the excitement were to be severely punished. 

In order to discuss suitable measures, a meeting was 
summoned by the Treasury of Kwangtung, at ‘which representa- 
tives of the Chamber of Commerce participated. It was re- 
solved that merchants and banks should contribute three per 
cent. of their capital, while small concerns were asked for 
loaning one per cent. of their capital in the shape of paper 
money. The funds thus obtained were to be sealed and with- 
drawn from the market. Depositors were asked to wait for 
some months and—in the meantime—they were to receive 
interest at the rate of six per cent. per annum. The total sum 
thus obtained was $5,271,387. : 

Taxes and dues, according to a decree of May, 1929, 
payable to the extent of 80 per cent. in silver, were to be 
supplemented by rendering the remaining 20 per cent. as -well 
as the famine relief tax, in paper money. On July 10, 1929, 
a design for banknotes was accepted in denominations of $l, 
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$5 and $10. This issue was meant to have full legal tender 
qualities, and it was intended to replace all previous emissions, 
which latter were to be recalled gradually. Once more, limited 
redemption was proclaimed, beginning with the smallest values 
and gradually extending to the highest. However, political 
unrest once again prevented the execution of excellent 
intentions. The new notes soon proved inconvertible and 
dropped in value by 30 to 40 per cent. Again the authorities 
had to fix the ratio of silver and paper for payments of duties 
and taxes; this time it was 60 per cent. in silver and 40 per 
cent. in paper. 

As there appeared to be no way out of difficulties in 
regard to financial affairs, it was resolved to levy taxes for 1930 
in advance and to increase taxes by one per cent. The old 
makeshift regarding deposits in paper money was re-introduced. 
On March 15, 1930, redemption of notes in silver was once 
more inaugurated. However, in 1931, the free redemption of 
notes had again to be suspended, with the value of fiat money 
once more discounted and widely fluctuating in the open 
markets of Canton. By way of attempted mitigation old 
measures were re-introduced, to wit: collection of taxes in 
advance; increase of the tax scale; forced contributions by 
business concerns; replacing of old notes by other paper with 
a new design. Notwithstanding the fact that these remedial 
measures had been tried so many times without result, they 
were once more applied, probably because there seemed to be 
no other solution within reach. Toward the end of 1931, the 
convertibility of Canton notes was possible, except the values 
of $5 and $10. By that time the issuing institution had 
adopted the style of ‘Provincial Bank of Kwangtung.” 

In January of 1932 the Kwangtung authorities offered to 
the public one million lottery tickets at $5 each, net proceeds 
of which were meant to serve as backing for notes issued. 
About one-half of such tickets were sold. The plan failed 
because of another outbreak of political unrest, the result of 
which culminated in another sharp drop in the value of Canton 
notes. Finally, a provincial loan for $30,000,000 was author- 
ized for the purpose of obtaining a more substantial backing 
for the Kwangtung Provincial Bank's note-issue. From then 
on, the old Central Bank notes were gradually called back. 

Not only the Provincial Bank, but also the Canton 
Municipality entered the field as an issuing institution, though 
considerably later. While the total issue for which the 
municipality was liable was much smaller, its safeguards were 
just as hazy, or even poorer, than those offered by the Pro- 
vincial Bank of Kwangtung. 

This unstable and highly unsatisfactory state of affairs 
was responsible for the demand of very large amounts of 
Hongkong banknotes, issued by three British banks in the 
Crown Colony and secured by reserves of 100%. Such demand 
emanated by citizens of Kwangtung and also Kwangsi 
Provinces. The Chinese there preferred holding Hongkong 
banknotes to hoarding silver, because the former was less bulky 
and could be hidden or removed without difficulties. As a 
direct result of the unabated demand for Hongkong notes on 
of a disillusioned populace in South China, the 


Hongkong fiat money vis-a-vis silver (which they 
10% for the past 


the part 
premium on 
purported to represent) averaged about 
decade. 

Apart from ‘ 
narrative, there were specia 


the emissions described in the foregoing 
] issues of Canton paper money, 
originating from the army of soldiers and the army of officials, 
representing the Kuomintang on its march from Canton to 
Hankow in 1927. With the so-called Hankow emission of 
small coin notes amounting to $8,700,000, disbursed by the 
Southern forces when marching from Hankow northward fs 
Hsuchow (Kiangsu). This issue was fully redeemed at the 
ratio of 1.20 small coin dollar for one silver dollar, peagey 
immediately upon the establishment of the Central Bank es 
China in Shanghai (1928). The exchange of these notes cou : 
be effected beginning from December 7, 1928. It might be o 
interest to record here that the total circulation of the Provin- 
cial Bank of Kwangtung’s notes (exclusive of the eeeons 
special military issue) at the close of ee es $30,122, : 

owing up the further career o wangtung's note- 
UL ae aha ‘by. July, 1934, the $1 and $5 notes stead 
at par, because one could then exchange them against si yer: 
The $10 notes,, however, were only $8.50 in the market, pes 
cause they were not yet cashable against metal. The date when 
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the $10 notes were supposed to become redeemable had 
frequently been extended and was then nominally fixed as of 
August |. By that time there were still notes of $50 and $100 
denominations in circulation, the issuer of which was the 
Kwangtung Central Bank. In the summer of 1934 these were 
obtainable in the market at about 30 per cent. of face amount. 
Holders were supposed to register with the Provincial Bank, 
recording the serial numbers of their notes. Every month 
drawings took place, and the few lucky winners would get par 
value in silver. 

Although the municipal notes were redeemable against 
silver in the summer of 1934, they nevertheless stood at a 
discount of 3%, at least with the cash shops. Perhaps the fee 
represented an overnight risk compensation. 

Apart from Kwangtung notes calling for dollars, there 
were also fractional notes in circulation, both emissions from 
the Provincial Bank and from the Municipality. In December, 
1934, a new series of 10-cent notes, red-faced and green- 
backed, to the value of $100,000 was released for circulation 
throughout Kwangtung. At the same time, 50-cent notes were 
ready, also totalling $100,000 in value, but the authorities 
wished to first observe how the 10-cent bills were faring. In 
1935, further orders for printing 10, 20 and 50-cent notes 
were cabled to the American Banknote Co. (New York), the 
total face value being $2,000,000. 

After the initiation of the new monetary reform in China 
(November 553 1935), $1, $5 and $10 of Canton notes were 
being ‘chopped’, to indicate that they were henceforth to pass 
as provincial notes. 

As the cost of engraving new paper money was rather 
high, the Kwangtung authorities decided to re-issue the large 
stock of old Central Bank notes, which previously had been 
recalled and ‘sealed.. Then the old $10 notes (November, 
1935) were being quoted at $3.20. But when the decision 
was reached, they rose to $6. 

At that time, namely on November 6, 1935, a set of 
measures for the enforcement of currency control in Kwang- 
tung was announced by the Kwangtung Provincial Govern- 
ment in form of a proclamation. The latter said that, in 
order to conserve the currency reserves of the province, the 
Kwangtung Government, following the precedent of other pro- 
vinces, endorsed the Central Government's monetary reforms 
and issued the following measures for the enforcement of 
currency control: 

“|.—With effect from November (1935) 7, the notes 

issued by the Kwangtung Provincial Government shall be 

legal tender. 

2.—A Currency Reserve Board shall be organized. 

3.—The 20-cent silver pieces shall be withdrawn from 

circulation by the Provincial Government. 

4.—Alll silver bullion and silver bars shall be sold to the 

Kwangtung Provincial Bank at face value. 

5.—All contracts entered before November 6 in terms 

of silver dollars shall be discharged by the payment of 

legal tender notes. 

6.—People shall be permitted to buy or sell treely foreign 

currencies, but not directly to utter the same.” 

It was made clear that, with the abandonment of silver 
dollars or bullion for currency purposes, any person found to 
contravene the provisions prohibiting the use of silver dollars, 
would be punishable in accordance with the law. 

Seemingly, the grief which surrounded Canton banknotes 
was of a permanent nature, for 1936 proved to be another year 
of incessant crisis. On May 19 the value of a Hongkong $10 
bill (the measure of monetary values in Kwangtung) stood at 
Canton small coin $15.70 paper money. On May 31 there 
was a further break to $16.52. By June 5 conditions had 
worsened, for market prices slumped to $19.84; and on June 
10 $18.01 was quoted. 

By that time Kwangsi Province had declared its inde- 
pendence from Nanking, and it was expected that Kwangtung 
would side with the neighboring province. However, Kwang- 
tung decided to stay neutral and was actually seeking a 
rapprochement with the Central authorities. As a proof for 
its friendly intentions it cited its willingness to adopt the 
universal Chinese currency system with the legal tender dollar 
as unit. In fact, the Kwangtung Provincial Bank handed over 
its silver reserves, said to have amounted to $78,500,000 in 
subsidiary silver coins and $19,500,000 in large silver dollars 
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INDUSTRIAL ‘LEAP FORWARD’ IN CHINA 


Since 1953, China has established a number of modern 
industries. But the industrial level of today still lags behind 
many countries in the World and the output of even principal 
industrial products is still insufficient to meet the, mounting 
demand of its 600 million people. During the first 5-year plan 
period when emphasis was laid on the development of large 
industries operated by the central authorities, Peking had 
ignored medium and small enterprises thus causing a dislocation 
of the overall production schedule. 


Early this year, Chairman Mao Tse-tung ordered that 
central and local industries should be developed simultaneously. 
Mao holds that if local industry is built up in each and every 
one of China’s more than 20 provinces and autonomous regions, 
180 special administrative regions and autonomous chous, 
2,000 counties and 80,000 townships, the result can be very 
impressive. His ministers are also convinced that by adopting 
this new policy, China can build up its industries faster, better 
and more economically. It is estimated that there are over 
1,500 counties with coal deposits and over 200 with iron 
resources. Within a few years China will build in every one 
of these counties one small coal mine, one small chemical 
fertilizer plant, one small coal carbonisation plant, one small 
iron smelting plant, one small cement plant, one small power 
station and one workshop for repairing all sorts of machinery. 
According to an estimate, construction of these plants will cost 
a county about 12 million yuan. Peking considers that it is 
not very difficult for a county to raise this sum in five years 
or a little longer and once such plants are built, the industrial- 
isation of that particular county has started. 


Reports from Peking are already claiming that hundreds 
of small blast furnaces have sprung up almost overnight in 
various parts of China. Thousands more are under construc- 
tion in the nation-wide effort for rapid, all-round economic 
development. At the same time, work is being stepped up on 
the building or expansion of the country’s biggest iron and 
steel centres, in Anshan, Wuhan and Paotow and many medium- 
sized integrated metallurgical plants in other areas. Kiangsu 


to the Note-Issue Supervisory Committee. Part of this silver 
stock was supposed to be intended for purchasing from the 
Central Government $30,000,000 worth of ‘big dollar’ notes. 
At the same time, Nanking was to grant to Canton a special 
appropriation of 10,000,000 dollars in legal tender notes to 
cover sundry expenses incurred in connection with the pro- 
posed change. Simultaneously, it was planned to use only the 
Central Government's legal tender notes, continuing, however, 
to issue provincial subsidiary paper money. 

Meanwhile, the Canton authorities endeavored to obtain 
silver from the people, offering $1.20 in new legal tender notes 
for one silver dollar. New banknotes were ordered for the 
purpese from America, and a part of the new fiat money was 
already in circulation in July, 1936. At the same time, 
Kwangsi proposed to Kwangtung to unify the two provinces’ 
currency. Upon receipt of this news the value of Kwangtung 
currency dropped still further to $1,935 for 1,000 Hongkong 
dollars. On July 22, 1936, a Central News Agency telegram 
from Canton reported that, according to investigations made 
by the Kwangtung Currency Reserve Board, there was 
$80,390,000 of Kwangtung ‘small money’ and $19,550,000 
big money’ (both seemingly in silver) against $241,080,000 
provincial notes in circulation. Of these latter $80,000,000 
had been issued in June and July, following the launching of 
the Liang-Kwang secession movement. After the flight of the 
Governor, General Chen Chi-tang, $107,000,000 in small silver 
coin was found, representing 43 per cent. metallic cover. Be- 
sides, $92,000,000 represented only a minor value. On August 
20, the Minister of Finance made a statement, saying that the 
deficiency in the silver reserve was over $40,000,000 ‘small 
coin’, while the deficit in the security reserve exceeded 
$100,000,000. On that date the total issue of notes aggre- 
gated $249,580,000, mostly emanating from the Provincial 
Bank, and to a lesser extent from the Canton Municipal Bank. 


Province has built about a thousand small iron-smelting 
furnaces and forges in. Nanking, Changchow, Soochow and 
other cities since May this year. . A small city in the province, 
Yangchow, with a population of 160,000 has built 600 small 
furnaces in ten days. Kiangsu is also designing and building 
four medium-sized iron and steel plants with an annual capacity 
ranging between 300,000 tons and 400,000 tons of steel. 


Anhwei built 226 small iron smelting furnaces in June. 
Work is now proceeding on 472 more small furnaces and 102 
medium-sized cones. The province will build a total of more 
than 7,000 small furnaces and forges. In Shantung, work has 
begun on the construction of a large integrated iron and steel 
plant with an annual capacity of 900,000 tons of pig iron and 
600,000 tens of steel ingots. Similar iron and steel plants will 
be built in Laiwu, Tzupo and Ishui, during the second five-year 
plan period, ending 1962. Fukien, which has an estimated 
high grade iron reserve of more than 600 million tons spreading 
over 6! counties, is building 83 blast furnaces and over a 
thousand iron-smelting forges this year. A medium-sized 
integrated iron and steel plant is now under construction in 
the province. When completed by the end of next year, it will 
turn out 600,000 tons of steel a year and produce also rolled 
steel, seamless steel] tubes, steel sheets and rails. 


In Yunnan, more than 400 small iron-smelting furnaces 
began pouring out their first heats by the end of June. In 
Kweichow, a medium-sized iron and steel plant with an annual 
capacity of 600,000 tons is being built in Tsunyi and another 
smaller one in Tuyun in the Puyi-Miao Autonomous Chou of 
the province. Many small blast furnaces are also under 
construction in all parts of Kweichow. In Szechwan, the 
newly-added steel-producing capacity will reach 1.5 million tons 
by the end of this year. Included in its metallurgical projecis 
are a dczen medium-sized iron and steel works in Chungking, 
Chengtu and other districts and also a large number of small 
blast furnaces. Kwangtung is building more than 1,600 small 
and medium blast furnaces this year with an aggregate capacity 
of one million tons of iron and 400,000 tons of steel. The 


While a change from small coin dollars to legal tender 
dollars was agreed upon immediately after the unification of 
Canton with the rest of China, the change could not be carried 
into effect at once owing to the need of establishing a firm 
foundation. First of all, a loan for $120,000,000 had to be 
floated by the Central Government for the rehabilitation of 
Canton's finances. The conversion rate of ‘small coin’ dollars 
into legal tender notes was left open, though provisionally 
fixed at 1.50 into legal tender notes was left open, though 
provisionally fixed at -1.50 to 1. This ratio was not to be 
overstepped. The Canton Chamber of Commerce had petition- 
ed for the recognition of a ratio of $1.30 to I 

The measures adopted by the Nanking authorities for the 
resuscitation of Kwangtung’s currency, apart from the points 
outlined in the foreging paragraph, provide for the reorganiza- 
tion of the Kwangtung Provincial Bank into the Canton branch 
of the Central Bank of China. 

While the abolition of the ‘small coin’ dollar as separate 
currency in certain provinces had definitely been decided upon, 
Kwangtung’s and Kwangsi’s systems could not easily be unified 
with the Central Government's. The reason for this difficulty 
was to be found in the budgetary position of the southern 
provinces. When the Canton authorities fled, they left behind 
not only a state of financial chaos, but also an empty Treasury. 
The budget for 1936/37 resulted in a deficit of $10,000,000. 
Of the estimated income of $54,300,000, over $31,000,000 
was to have been derived from illegal taxation. The abolition 
of opium smoking and gambling taxes made the replacement 
of the requisite funds imperative. Sinecures were abolished 
and considerable sums were saved in connection with such 
unnecessary expenditure. The military expenditure, formerly 
claiming 50 per cent. of the total outpayments, was reduced 
considerably. 

(To be Continued) 
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Canton Iron and Steel Complex, the biggest now under con- 
struction in South China, will have an annual capacity of two 
million tons each of iron, steel and coke when completed in 


1962. 


Many small blast furnaces have already begun production 
in Hupeh, Kirin and Inner Mongolia. These provinces are 
building medium iron and steel complexes at the same time, 
including the Tunghwa plant with an annual capacity of 1.2 
million tons of iron and 600,000 tons of steel ingots, and three 
plants in Paotow, Huhehot and Ulanhot with a combined 
capacity of 1,580,000 tons of pig iron and 1.2 million tons of 
steel. Shansi will produce 6.5 million tons of iron by 1962. 
Even remote Chinghai is expected to turn out 126,000 tons of 
the metal this year. Kansu is building 190 small furnaces and 
several iron and steel complex. These ‘achievements’ are really 
fantastic, too fantastic to be possible. 


The Ministry of the Chemical Industry, in answering 
Peking’s call to ‘leap forward’, boasted that 1962 production 
targets for some synthetic organic chemicals (fibres, plastics, 
rubber and detergents) would be increased three to five fold 
by building a large number of small and medium plants in 
various districts. The Ministry will work out 77 standard blue- 
prints for the construction of organic chemical factories ranging 
from a 500-ton polyvinyl chloride shop to a 20,000-ton calcium 
carbide plant. Such plants are already under construction in 
Shanghai, Peking and Tientsin. Similar plants will be 
established in Chekiang, Szechwan and Kwangtung. I!n North- 
east China, a polyvinyl chloride plant and a glass factory are 
being expanded. Other chemical plants will also be set up this 
year in Kiangsu, Kweichow, Kiangsi, Anhwei, Fukien and. Inner 
Mongolia. 


Our ministries have also mapped out ambitious nation-wide 
development plans. To fulfil the sudden increaee in demand 
for a large variety of machinery and equipment from various 
provincial and local authorities, the machine building industry 
is called up to ‘hop, skip and jump’ during the second 5-year 
plan. Chao Erh-lu, Minister of the First Ministry of Machine- 
Building, gave following figures to show the scale of develop- 
ment: (1) Seven times as much industrial and transportation 
equipment as produced during the first 5-year plan period have 
to be turned out in the second 5-year plan. (2) Irrigation and 
draining equipment with a total capacity of about 15 million 
horsepower is needed to bring the entire farmland in the 
country under irrigation. (3) 550,000 tractors (averaging 15 
HP each) and about 20 million farm tools and processing 
machines have to be produced to mechanize the country’s 
agriculture. (4) Generating sets totalling eight million 
kilowatts must be turned out to complete the first stage of rural 
electrification. 


Minister Chao is confident that thie can be done. His 
argument however is very vague, “The high-speed development 
of the machine-building industry is entirely feasible. Chief 
among the contributing factors are the brilliant leadership of 
the Communist Party's Central Committee and Chairman Mao 
Tse-tung, the socialist syatem and the mass line which {s the 
fine tradition of the Party. The rectification campaign that 
had emancipated the people's minds and the general line of the 
Communist Party in socialist construction had greatly released 
the forces of production. The technical assistance from the 
Soviet Union and the other fraternal countries and coordination 
among different branches within the country are aleo important 
guarantees.” 


Peking officials seem to have great confidence in the 80- 
called ‘leap forward’ movement. The People’s Daily in Peking 
also published ‘inspiring’ editoriale on the subject. It pre- 
dicted that next year there will be another leap forward in 
China’s industrial development, even bigger in scale and 
quicker in pace than this year. According to data 80 far 
available, the paper noted, the rate of this year's industrial 
growth would exceed not only the 14.6% envisaged at the 


WW 


beginning of this year, but also the 31.7% registered in the 


year 1953. However, it further pointed out, experience in 
the past few months revealed that there were still great 
potentials. “it can be expected that local industry will forge 


ahead next year on an even more tremendous scale and at an 
even higher speed,’ the paper concluded. 


These are bold but boastful utterances. The problem is, 
could China’s 1,700 counties which have coal and iron deposits 
each raise 12 million yuan for its industrialisation? Even 
assuming that the capital could be raised by various counties 
and that China’s machine building industry could also 
adequately and promptly supply all the equipment and 
machinery required, there is still the question of providing, 
within a few years, a sufficient number of engineers and 
technicians to set up and run these enterprises. It therefore 
remains to be seen whether Peking could prevent a chaos and 
successfully carry out the principle of “building more, faster, 
better and more economically” by passing the responsibility 
over to local authorities. One thing however is certain: in the 
future, local authorities will be blamed for whatever delays and 
failuree in the second 5-year plan. 
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THE FOREIGN 


The Ministry of International Trade and Industry has now 
issued the 1957 White Paper on Foreign Trade (in Japanese). 
The annual trade review points out that Japan's exports in- 
creased during 1957; the urgent need of encouraging exports 
of heavy and chemical industry products in the future. Now 
that the heavy and chemical industries are becoming the center 
of trade competition, stable sources of supply of raw materials 
must be secured. The White Paper recalled that the nation’s 
industrial expansion, which was featured by brisk investments 
in industrial equipment, rammed into the barrier of foreign 
exchange reserves. To redress the international balance of 
payments which registered an unfavorable balance of $400- 
million during the first six months, the Government had to put 
the brake on state finance. This was due to the structural 
weakness of the national economy. The 1957 White Paper, 
however, failed to make any mention of the paramount trade 
problems presently confronting this country—such as adjust- 
ments of trade with the United States, trade relations with 
Communist China, and a switchover of supply sources. 

Trade Balance & Policy: The nation’s external accounts 
registered $3,640-million in receipts and $4,180-million in 
payments in 1957, and thus the unfavorable balance amounted 
to $530-million, including about $400-million deficit in the first 
half of the year. (All these figures are represented on the 
foreign exchange basis). Since this aggravation of the balance 
of international payments resulted mainly from a sharp increase 
in imports, the Government took financial restraints to curb 
domestic demands and imports, while encouraging export trade. 
As a result, imports sharply dropped, and the credit squeeze 
policy permeated into various sectors of the national economy. 
In October, the international balance of payments turned 
favorable and the trend has been maintained up to now. 

In 1957, the world economy met a big setback. In indus- 
trial countries, industrial production dropped and inflationary 
trends recurred. Less developed countries suffered a serious 
shortage of dollars due to falling prices of their primary products 
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as well as the progress of industrialization. Under such 
circumstances, the pace of expansion of world trade slowed 
down. The world trade showed a rise of seven per cent in the 
field of exports and nine per cent in imports. It is recalled 
that world exports had risen |] per cent in 1956 over 1955 
and imports 10 per cent. This comparison substantiates a 
downtrend of world trade. 

In the case of Japan, imports showed a rise of a startling 
56 per cent during the first six months of the year over the 
corresponding period of 1956. This compared with 23 per 
cent for France, and 18 per cent for West Germany. During 
the second half of the year, however, imports declined sharply, 
showing a decrease of two per cent in the period of October to 
December over the corresponding period a year before. 

Export Trend: Japan's exports have been incteasing 
much faster than the world exports but the difference is narrow- 
ing year by year. Exports kept on rising and closed the year 
with $2,660-million in value, a rise of $358-million (14 per 
cent) over 1956. The increases in 1955 and 1956 had been 
$380-million (23 per cent) and $490-million (24 per cent), 
respectively. Commodity-wise, machinery exports increased 29 
per cent, chemicals 18 per cent and sundry goods 15 per cent, 
while metals dropped five per cent and foodstuffs were 
unchanged. Of the export increment of $358-million, textiles 
and machinery accounted for less than 40 per cent and sundry 
goods, 20 per cent or so. Market-wise, exports to Europe and 
the Oceania showed an increase of about 30 per cent, whereas 
those to Asia and North America did not rise by even an 
average 14 per cent. It is to be noted that the markets into 
which Japanese exports advanced appreciably purchased tex- 
tiles, sundry goods and light machinery. The United States 
and North Africa, our good customers of consumer goods, 
reduced purchases of these goods last year. What is more 
important, exports of capital goods to prospective markets 
appeared to have already hit the ceiling. 

Import Trend: Imports jumped to $4,280-million in 1957, 
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ECONOMIC & POLITICAL 
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REPARATIONS TO THE PHILIPPINES 


The annual schedule of reparations for the Philippines for 
the second year (July 23, 1957—July 22, 1958) was decided 
and agreed upon between the two Governments. The total 
estimate for the procurement items listed in the agreed schedule 
is approximately Y15,600 million, of which “capital goods’"’— 
machinery, equipment and materials—account for approximate- 
ly Y13,000 million, the remainder being allocated for such 
“services as salvaging of sunken vessels, processing of 
Philippine materials and for the expenses of the Philippine 
Reparations Mission in Tokyo. Major items among “capital 
goods’ are ocean-going vessels (numbering five, including three 
freighters already furnished under the cr.se-by-case procure- 
ment formula adopted to cover the need for urgent procurement 
during the course of the above mentioned negotiation), trainer 
planes for the Philippine Air Force, rolling stocks, pulp and 
paper plants, a sawmill and a ramie plant. 

The reparations funds, viz., the payable amount by the 
Japanese Government during the second reparations year is 
approximately Y12,500 million, which is the sum total of 
Y9,000 million, the annual average payment under the Repara- 


tions Agreement between the two countries, and Y3,500 million,. 


the carried-over balance from the first reparations year. 
However, as it is estimated that approximately Y5,000 million 
will have to be disbursed for the reparations contracts already 
verified during the first reparations year, the net available fund 
for the procurement of the products and services listed in the 
second year schedule is approximately Y7,500 million. It is 


a rise of 33 per ceri over the preceding year. During the firsé 
half of the year, they rose by 56 per cent over the same period 
of 1956, but the following half saw imports dropped sharply. The 
downtrend of imports continued into 1958. Reflecting active 
investments and indvstrial activities at home, imports of fuels 
and raw materials showed a conspicuous increase. In an 
attempt to relieve domestic supply-demand situation, a large 
amount of such primary products as iron-steel and non-ferrous 
metals was also imported. It must be mentioned that 
throughout the year, machinery imports were active, reflecting 
the zeal for industrial expansion and modernization which 
swept across the industry. Area-wise, imports from Europe, 
the Oceania and North America soared sharply. Imports from 
Asia, except for West Asia from which Japan actively imported 
petroleum, showed a rise of a mere nine per cent. Imports 
from Central and South America were also low. Nearly 50 
per cent of the increase in imports resulted from both increased 
consumption and_ exports. Inventories of imported raw 
materials were estimated at about $400-million at the end of 
1957, $70-million higher than a year before. 

Structure & Problems: In postwar years, Japan's imports 
have increased greatly, but the actual dependence upon imports 
is still lower than in prewar years (14 per cent in 1956 and 
16 per cent in 1957 as against 20 per cent in prewar days). 
Hereafter the degree of dependence upon imports will increase 
as a result of industrial expansion and general economic 
growth. In the Japanese industrial structure, primary stress is 
being increasingly placed on heavy and chemical industries, 
and therefore, imports of metal and fuels will inevitably in- 
crease. Since 1954 Japan's exports have been increasing faster 
than the world exports. But when compared with those of 
Britain, West Germany and France, the increase in the exports 
of machinery and metals was less steady. Textiles took a sub- 
stantial part in the increase in exports again and export markets 
were not stable enough. In view of the fact that the world 
demands are especially brisk for machinery, this export 
situation was far from encouraging. : 

Urgent steps Japan needs to take include the following 
points: 1) endeavor for a balanced expansion of national 
economy, 2) strengthening of competitive power and a shift in 
the composition of export items, 3) elimination of needless and 
excessive competition among Japanese traders, and 4) promotion 
of economic cooperation. 


unavoidable, therefore, that about one half of the payment for 
reparations contracts for the products and services listed in the 
second year schedule will have to be made in the third repara- 
tions year (July 23, 1958—July 22, 1959) out of the fund 
that will be available for the same year. Such payment will, 
of course, be an addition to such expected, or rather com- 
mitted, payments as for the expenses of the Philippine Repara- 
tions Mission in Tokyo, for the services of processing of 
Philippine materials, for the unpaid balance for the contracts 
verified in the first reparations year, etc. 

As seen from this, payment program for the third 
reyarations year will virtually be determined by the implementa- 
tion of the second year reparations schedule, and, obviously, 
there will be not much leeway left for a new procurement plan 
for the third year. Nevertheless, it can be said that the quick 
pace characterizing the reparations procurement for the past 
two years reveals the eagerness of the Philippine Government 
to make the most use of Japanese reparations for the much- 
needed economic development of the Philippines. 


JAPAN AND BELGIUM 


The Brussels Royal Library and the Japanese National Diet 
Library will exchange government publications of a public 
nature according to a recent agreement between Japan and 
Belgium. The exchange will be carried out on the basis of 
lists drawn up mutually by the two countries. The National 
Diet Library and the Brussels Royal Library have exchanged 
government publications in the past from time to time but the 
new agreement will systematize the exchange and should lead to 
an expansion of the service. In addition to this agreement 
with Belgium, an exchange of government publications is now 
being conducted between the National Diet Library and the 
Smithsonian Institution in the United States. 


INTERNATIONAL TECHNICAL COOPERATION ASSN. 

A private Japanese organization is studying ways and 
means by which Japan would be able to promote technological 
cooperation with various countries of the world. Named the 
International Technical Cooperation Association, the new 
research group was started by influential leaders in the political 
and private circles. Koichi Aki, counsellor of the Scientific 
Technological Agency and professor of Tokyo University, was 
elected the association's first president. 

As its first project, the association is undertaking a survey 
of the industrialization programs launched by countries in Asia, 
Africa and Latin America to determine the possibilities of Japan 
offering its technical cooperation. After surveying the various 
problems faced by the countries striving toward modernization, 
the association will draw up mutually agreeable policies of 
cooperation. The promotion of this plan will mean a huge 
contribution to international peace, according to the sponsors. 

Committees will be formed to deal with eight areas— 
(1) the Philippines, (2) Indonesia, (3) Brazil, (4) Venezuela, 
(5) Arabia, (6) the lower reachers of the Mekong River, (7) 
the arid tropical zone and (8) China. 

The results of its studies will be presented to the Govern- 
ment, Diet and other agencies in the form of petitions and 
recommendations. At the same time, the association will seek 
the understanding of the interested countries with its aims and 
the fulfilment of its recommendations on the basis of mutual 
consent. 

The program mapped out by the association for fiscal 1958 
A. Domestic and International Activities: 1. 
Liaison with foreign embassies and legations in Japan; 2. 
Discussion and research meetings with visiting technicians; 
3. Fraternization with both Japanese and foreign technological 
organizations; 4. Exchange of survey groups with foreign 
countries. B. Discussions, Research Meetings and Lectures: 
1. Reports of members on overseas inspections; 2. Research 
meetings (for the time being) on the two problems of ‘Postwar 
Technological Development in the United States and Its Indus- 
trial Structure” (starting with steel) and ‘“‘Basic Conditions 
Relating to the Development of Agriculture in Asian Countries. ’ 


is as follows: 
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C. Publication Activities: |. Publication of monthly magazine 
“International Technology”; 2. Publication of overseas publicity 
materials; 3. Publication of books and material for internal 
use. 

It is clear today that it is impossible for any country in 
the family of nations to adopt an isolationist position. Con- 
tradictions prevailing in the industrial structures of many 
nations cannot be solved by internal measures alone but must 
inevitably fall back on the so-called “regional economy’ for 
their settlement. The food production in many countries of 
Asia can be taken as one example. A prerequisite for increased 
production is an irrigation project which a single country 
would find difficult to build. It is here that demand arises for 
cooperation on a regional basis and for assistance and co- 
operation on a worldwide scale. The same thing holds true 
for industrialization programs. Cooperation and assistance 
from advanced countries as well as among the countries seeking 
modernization themselves are necessary in the fields of capital, 
production technique and markets. ECAFE is at present 
undertaking development of the water resources in the lower 
reaches of the Mekong River, a project which is being watched 
with interest as a model case. Japanese cooperation in projects 
of this kind would be extremely desirable. 


IRANIAN INSPECTION TEAM 

A three-man Iranian technical mission visited Japan re- 
cently. The group was headed by Abol Hassan Ebtehaj, 
Managing Director of the Plan Organization of Iran, and in- 
cluded engineers Safi Asfia and Ronhollah Asbaghi. The 
mission spent 20 days in Japan inspecting various industrial 
and agricultural facilities. The Iranian visitors conferred with 
the Japanese Chamber of Commerce and the Federation of 
Economic Organizations. They inspected various industrial 
facilities, factories, agricultural and fishing villages, reclamation 
projects and dams. They met financial and economic leaders. 
Greatly impressed with the high level of Japan's industrial 
technology and the high standards maintained by its machinery, 
facilities, scale of operations, technique and welfare measures 
for the workers, the Iranian Director stated that from the 
standpoint of promcting economic and technical cooperation 
Iran would welcome Japanese investments and technological 
collaboration. 


VISA EXEMPTION WITH 15 COUNTRIES 

Japan has entered into agreement with 15 nations for the 
mutual waiving of visa requirements for entry. The following 
nations are covered by this arrangement: Austria, Germany, 
France, Tunisia, Italy, Greece, the Netherlands, Belgium, 
Denmark, Sweden, Norway, Luxemburg, Switzerland, Domini- 
can Republic and Turkey. Special arrangements have also been 
concluded with Canada, the United States and the United 


Kingdom. The visa exemption agreement is applicable to 
visitors whose stay in the country does not exceed three 
months. The period of stay in Japan is up to six months, 


however, in the cases of Germany, Switzerland and Austria. 

Arrangements of this sort help in facilitating travel 
between countries and increasing political, economic and cul- 
tural contacts. The simplification of entry procedures will 
contribute immensely to the promotion of friendly relations 
between countries. Summary of the visa waiving arrangements 
is as follows:— 


Country Period of: Exemption Visa Fees 

Austria & Germany 6 months Fees exempted on 
all visas 

France .oeseernsho. 3: months 

Marviisiace specter eran ein 50 —— 

A caly Meee ike eevnt-s write i" Fees exempted on 
all visas 

Greeceweis..0h; cite in ae rT 

Netherlands PR ara . Fees exempted on 
all visas 

Belgium tonic cs vita os of ” 

Denmark irene << er f 

Sweden rit, teres lets -« 3 months — 

Norway)” sin vhenenvenne Fp 

Luxemburg ........ 2 months Fees exempted on 
all visas 

Switzerland ........ 6 months 

Dominican Republic .. 3 months oe 

Warkeyie wes fatare toes ave 7 aa 
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The visa exemption arrangement does not apply to those 
whose purpose is to seek employment or occupations in the 
country of entry. In the cases of the Netherlands, Turkey and, 
Austria, possessors of diplomatic and official passports are 
exempted regardless of period of stay. 

Special arrangements with Canada: With exception of 
those who obtain jobs or reside permanently, visa fees are 
exempted for a stay of less than one year. With the U.S.A.: 
With the exception of those who reside permanently, find jobs 
or engage in non-productive work, visa fees are exempted. 
With the U.K.: Multiple visa valid for a period of 12 months is 
issued, Fee is same as for single visa. 


FOREIGN TECHNOLOGY 


Technologies for which foreign assistance is sought by 
Japanese industries was recently released by the Government 
according to Article 7 of the Foreign Investment Law. This 
was the 3/st announcement of its kind. 


1. Chemical Industry: Technology concerning the manu- 
facturing of goods produced from natural gas or gases produced 
by distillation or cracking of petroleum. 2. Metal Industry: 
Technology concerning the manufacturing of heat-proof alloy 
and heat-proof steel. 3. Machine Manufacturing Industry: 
Technology concerning the manufacturing of high performance 
machine tools. 4. Aircraft Industry: Technology concerning 
the manufacturing of jet planes including engines and auxiliary 
apparatus. 5. Electric Machinery Industry: Technology con- 
cerning electronics. 6. Others: Technology concerning the 
continuous, high-efficient and automatical operation in general 
industries. 


-JAPANESE ART ABROAD 


Japanese paintings and sculptures shown at the 29th 
International Biennial Art Exhibition at Venice in June will be 
among the several other groups of Japanese art treasures being 
sent abroad this year. The exhibits were planned because of 
the great interest displayed by art lovers in the exhibitions held 
abroad in past years. Two itinerary exhibitions—one of 
ancient and the other of contemporary art—will tour cities in 
Europe and the Middle East during a one-year period. An 
exhibit cf modern Japanese drawing will also be sent to Australia 
and New Zealand. The Japanese display at the Venice art 
exhibition will include 15 Japanese brush paintings, 18 oil 
paintings and 13 sculptures. Art critic Shuzo Takiguchi will 
attend the event as Japan's official representative in view of the 
importance of this art exhibition. 


Other major art exhibitions planned for this year are as 
follows: |. Itinerary exhibition in Europe of historical Japanese 
art: This exhibit will consist of 143 items including national 
treasures, and other valuable cultural assets and historical art 
objects (drawings, sculptures, etc.) classed on a par with 
national treasures. They will be shown in France, Britain, the 
Netherlands and Italy from this month to February next year. 
2. Itinerary exhibition in Europe and the Middle East of modern 
Japanese art: One hundred and seven items of Japanese modern 
drawings (brush paintings, oil paintings, prints) are scheduled 
to be displayed from this month to March next year in Italy, 
Germany, Yugoslavia, the United Arab Republic and Iran. 
3. Itinerary exhibition of modern Japanese drawings in 
Australia and New Zealand: Approximately 100 items of draw- 
ings (brush paintings, oil paintings and prints) and some 
industrial art objects will be exhibited over a period of nine 
months from November in the major cities of Australia and 


New Zealand. 


WHITE PAPER ON SCIENCE AND TECHNOLOGY 


Japan has achieved speedy development in the phase of 
synthetic science, electronics and peaceful use of atomic energy. 
Japan is also making remarkable progress in technology in 
metal mining and processing, aircraft building, machinery 
manufacture, agriculture, pharmaceutics, transportation, com- 
munications, and civil engineering and construction. And yet, 
the combination of science and technology is not sufficient as 
yet. Hence the need of improving the training of scientists and 
engineers as well as-promoting basic researches is keenly felt. 
Such is the main point of the White Paper on science and 
technology, first of the sort, published recently by the Japanese 


Government's ‘Science and Technology Agency. Its. gist 
follows: 
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I. Science and technology for economic development and 
promotion of welfare: Science and technology play an important 
role in the expansion of exports, increase in employment, im- 
provement of working conditions, development of natural 
resources, maintenance of the people's health and promotion of 
their welfare. In this sense, it is necessary to cultivate ex- 
cellent technology sufficient to enable Japan's industries to win 
international commercial competition which is being intensified 
year by year. Through the cultivation of high-level techno- 
logy, the nation should produce various industrial machines of 
high efficiency at low cost. 

2. General trend and present situation of Japan's science 
and technology: The most remarkable trend of Japan's activities 
in the field of science and technology lies in the advance of 
synthetic science, electronics and peaceful use of atomic energy. 
Marked progress is also seen in the field of metal mining and 
processing, aircraft making, machinery manufacturure, agricul- 
ture, pharmaceutics, transportation, communications and 
construction. However, the following weaknesses must, at the 
same time, be admitted of Japan's activities in science and 
technology: In Japan, science and technology are not duly 
interrelated to our regret. This has caused serious obstacles to 
the creation of new technologies indispensable to modern indus- 
tries. The shortage of budgetary appropriations for scientific 
studies is also holding back Japan in this field of activities. 
There is need of increasing state funds available to universities 
and research institutes. Despite the general trend toward 
international interlow of industrial technologies, Japan is still 
apt to depend much upon foreign countries. Many problems 
still remain unsettled, particularly those relating to the com- 
posite utilization of natural resources. These problems should 
be technically solved as early as possible with a view to 
promoting the development of industries. Although Japanese 
scientists and engineers have succeeded in developing their own 
technologies in the field of steel, medicine and optical instru- 
ments, the scale of such new developments is still limited. To 
cope with this situation, it is required to push scientific 
researches further ahead and integrate the combination between 
science and technology. Not only the expansion of the scale 
of scientific studies but also the more positive absorption of 
foreign technologies are necessary for industrial development. 
Steps to fulfil these necessities should be taken by the Govern- 
ment in the form of a national plan endorsed by state funds. 

3. Problems for the future: The major problems being 
faced by universities and institutes in charge of basic researches 
are the deterioration of facilities and the shortage of funds. 
Industrial utilization of technologies is still insufficient in Japan. 
This seems to be due to these facts: That technologies introduced 
from abroad are utilized for limited purposes and are not 
applied to all aspects of industries concerned; That technologies 
developed in Japan are not linked with basic studies; That the 
shortage of accumulated capital and low wages obstruct the 
useful application and diffusion of technologies. In order to 
remove these bottlenecks it is necessary to strengthen the 
activities of national and public institutes, training of able 
engineers, and development of various enterprises which can 
provide capital for the study of industrial technologies. 


EARTHQUAKE-PROOF POWER PLANT 


An earthquake-proof thermal power plant, reputed to be 
the first of ite kind in the world, has been recently completed 
by the Japanese National Railways in the city of Kawasaki near 
Tokyo. Unlike conventional power plants, the boiler is 
suspended from the ceiling to minimize damage from earth- 
quakes. Also the dynamo is designed to adjust themselves to 
the load fluctuation of the railways. Faced with a sharp 
increase in the passenger load of the railways in recent years, 
the National Railways has been mapping out various measures 
to meet the situation. For one thing, the demand for electric 
power has been increasing at the rate of 10,000 kilowatts 


annually. The new thermal power plant is one of the means 
by which the National Railways hopes to keep up with the 
demand. Besides the new plant, the National Railways has 


four power plants in the Kanto area alone. Generally speak- 
ing, however, their equipment is antiquated and their power 
output is low. Some were damaged in the course of the last 
war and require huge annual outlays for repairs. ; 

The performance of the newly constructed Kawasaki 
power plant is excellent. Its thermal efficiency is twice as high 
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as that of existing plants while its coal consumption is only 
one half. The new power plant has been constructed in the 
compounds of an existing plant. It is a 40.5-meter high steel 
reinforced concrete building with a total floor space of 2,500 
square meters. The entire project, including a high tempera- 
ture, high pressure turbine and a boiler, cost approximately 
Y3,200 million. In constructing the plant's foundation, the 
pneumatic caisson method was employed whereby 14 concrete 
pillars were sunk about 30 meters deep into the ground. Over 
this caisson foundation, a 3 meter thick mat floor was built. 
With the new power station in operation, the National Railways 
will have sufficient electricity for the time being for operational 
purposes in the Kanto area. However, demand for power is 
rising yearly owing to the steady increase in the number of 
passengers, especially commuters, and the speed-up in travel. 
In order to cope with this growing demand for power, the 
National Railways is proceeding with the construction of an- 
other thermal power plant which is expected to be completed 


by December, 1959. 
A NEW WONDER DRUG 


Kanamycin, a newly-discovered Japanese antibiotic, gained 
international recognition at a joint Japan-U.S. medical sym- 
posium which was held in Tokyo. Three American medical 
and pharmaceutical authorities made reports underscoring 
Japanese findings on Kanamycin at the meeting. Kanamycin 
had been developed by Dr. Hamao Umezawa, chief antibiotic 
researcher of the National Institute of Health, from a soil germ 
obtained in Nagano Prefecture, in central Japan, about four 
years ago. Many Japanese medical authorities had already 
testified that the new drug was phenomenally effective against 
a great variety of bacterial diseases, especially in cases which 
streptomycin or penicillin were defied. Dr. Bunn from the U.S. 
reported that he had used Kanamycin in treating 21 advanced 
cases of tuberculosis for a period of about three months. He 
found that large lung cavities in 10 cases had been closed or 
reduced in size after the period. He also found that the germs 
had turned negative. He said there was improvement noted 
in three-fourths of the cases. Resistance built against 
streptomycin, he said, did not interfere. Dr. Bunn also said he 
had obtained remarkable results in 38 out of a total of 44 cases 
involving stayphylococcus infection, especially in those showing 
resistance against penicillin. Similar results had been attained 
in 67 out of a total of 90 cases involving Gram-stain negative 
germs, especially urinal duct infection, he added. He said 
Kanamycin had its own drawbacks in that the auditory branch 
of eighth cranial nerve is occasionally injured after more than 
30 grams is given and long independent use built up resistance 
against it. However, such defects could be easily overcome, 


he added. 
YOKOHAMA 100TH ANNIVERSARY 


The centennial celebration of the opening of the port of 
Yokohama, the gateway to Japan, opened on May 10 with 
elaborate ceremonies at the Heiwa Stadium in Yokohama Park. 
Crown Prince Akihito honored the ceremonies with his pre- 
sence. To commemorate the anniversary, trees were planted 
on the same day in all public school grounds. All of 
Yokohama’s 1,200,000 population enthusiastically joined in the 
centennial celebrations. Yokohama owes its development to 
the benefits resulting from ite existence as a port. 

The black ships of Commodore Mathew Perry of the United 
States Navy appeared off Uraga, in 1853 to open Japan to the 
world. In the following year, representatives of the two 
countries met at a village near Yokohama and signed the first 
America-Japan friendship treaty. In 1956, Townsend Harris 
arrived at Shimoda as America’s first consul general and 
negotiated a commercial treaty with the Tokugawa Shogunate 
government. This saw the opening of Yokohama as a port 
on June 2, 1859. Yokohama at the time was a fishing village 
of only 100 families, several miles off the main Tokaido road 
which connected eastern and western Japan. But the opening 
of a port brought rapid development to Yokohama. Foreigners 
quickly flocked to the new gateway to Japan. Within five 
years, Yokohama was sending ships to the seven seas, trading 
with Shanghai, San Francisco, New York, Rio de Janeiro, 
London and Australia. In 10 years, Yokohama’s overseas trade 
was on the par with that of the much older port of Shanghai. 
Needless to say, port facilities were inadequate in the early 
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years. Rapid development of trade called for improvement of 
facilities and in 1889 the government embarked on a project 
blueprinted by an Englishman named Palmer. The first big 
wharf was completed in 1896. At a time when Yokohama’s 
development seemed unlimited, there suddenly occurred that 
great earthquake in September, 1923 when the city, together 
with Tokyo, was almost reduced to ruins. At least a third of 
the port’s breakwater and most of the wharves were destroyed. 
But the people of Yokohama at once set out to reconstruct 
their city. Within the short space of years, Yokohama had 
resumed its vital trading role. The second tragedy to strike 
Yokohama was World War II when the port was severely 
damaged by bombing. But Yokohama has been reconstructed 
to the point where a total of 13,180 ships, totaling 42,230,000 
tons, entered the port last year, exceeding the best prewar year 
of 1937. The important role played by Yokohama in the 
economic and cultural development of Japan defies description 
and its role in the next 100 years will be equally vital, come 
what may in the progress of air transportation. 


FESTIVAL OF STAGE ARTS IN OSAKA 


The entire city of Osaka bustled with activities when it 
celebrated the International Festival of Music, Drama, and Art, 
the first of its kind ever to be held in the Orient. For Japan- 
ese art lovers who are eager for the best and the latest in 
Western music and art, the occasion provided an_ ideal 
opportunity to see and hear foreign artists in unprecedented 
numbers. Examples: the 75-member New York City Ballet 
that opened the festival at the plush, 3,000-seat Festival Hall; 
the Leningrad Philharmonic Orchestra with its full force of 
120 members; the 58-member music and dance troupe from 
Communist China; and the Amadeus String Quartet from 
Britain. The list of individual foreign artists who took part in 
the festival was equally impressive. Among them were world- 
famous tenor Jean Peerce, Russian-born pianist Benno 
Moisevitch, Spanish cellist Gaspar Gassado, Belgian conductor 
Edouard Van Remootel, and Janine Reding and her husband 


Henry Piette for piano duet recitals. The nine-member Salzburg 
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Marionettes from Austria also presented a series of attractive 
shows to completely captivate the Japanese audience. In return, 
Japan offered its usual series of classical art programs, including 
Kabuki, Noh, Bunraku, Gagaku, and the Folk Dance Festival. 
In between, there were performances by modern symphony 
orchestras in addition to various exhibitions, dramas, Takara- 
zuka revue, Osaka Castle pageant, and Osaka Film Festival. 
At no time in the past have so many artists, more than 300 
in all gathered in Japan for a festival. The Japanese public 
unanimously lauded their excellent performances. 


PEN CLUBS IN JAPAN 


From a modest beginning in 1949, the idea of young 
students corresponding with one another has spread to all 
parts of the nation. Today more than 140,000 primary, junior 
high and senior high school students, representing 2,500 
schools, are members of some 1,000 pen clubs. The clubs are 
located from Hokkaido in the north to Okinawa in the south. 
The activities of the Japanese pen pals are no longer limited 
only to Japan but have spread to far corners of the world— 
and the exchange of letters with the young people of foreign 
countries is being carried out in a positive manner. 

The idea of organizing Pen Friend Clubs in various 
localities to promote peace, friendship and culture originated 
with several students of a high school in Nagoya. This was 
in 1949.. They hoped in this way to open up the windows of 
knowledge and information, which had been closed during 
the war years. This movement won the immediate support of 
their classmates and soon spread other schools in Nagoya, the 
Tokai area and eventually to all parts of the country. As a 
result, groups of students were organized into Pen Friend Clubs. 
They were given all-out encouragement and assistance by the 
Ministry of Postal Affairs, school authorities and educational 
leaders. Since then, the local clubs have been organized into 
the National Federation of Pen Friend Clubs, and to support 
its activities the Association of Pen Friend Clubs of Japan has 
been incorporated. 

The ideas and desires of the members are reflected in the 
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THE HOKKAIDO OF JAPAN 


Hokkaido, the northermost of the four major islands 
comprising Japan, is a beautiful island endowed with magni- 
ficent scenery. It is a land of contrast where one can find the 
vestiges of the old existing with the growing vitality of a new 
life and pastoral tranquillity with the bustling energy of modern 
industry. The island, which covers an area of 78,487 square 
kilometers and has a population of 4,897,532 (as of December, 
1956), is expected to play an increasingly large role in the 
nation’s future in view of Japan's enormous population and 
limited land space. Hokkaido is a single autonomous unit 
under the jurisdiction of a Governor. It is approximately five 
times greater in size than Iwate Prefecture, the largest pre- 
fecture in Japan. Most of the 14 districts into which Hokkaido 
is divided is larger than an ordinary prefecture. There are 23 
administratively independent cities. 

Until the end of the 12th century when the warrior class 
settled down in the southern part of Hokkaido, scant attention 
was paid to the island which was inhabited by aborigines called 
Ainu who made their living by hunting and fishing. In the 
16th century, the Matsumae clan established itself on the island 
and extended its rule over the whole of Hokkaido. Bonds 
with the mainland grew gradually stronger as the island's 
abundant fish catches were traded for consumer goods. Hok- 
kaido entered a new era following the Meiji Restoration (1868). 
The inhabitants who had up to then engaged principally in 
fishing turned their attention to agriculture. s a result, 
more than 40 per cent of the island’s total population are 
farmers today. Modern industries were also created from the 
wealth of mineral resources, including coal. 

Hokkaido is situated at approximately the southern 
beundary of the subfrigid zone and the eastern edge of the 
Eurasian continental land mass. It is located at about the 
same latitude as the New England States in the northeastern 
part of the United States and is suited to dairy farming. Its 
temperature, however, is somewhat lower and corresponds to 
that of southern Canada. Topographically, the island can be 
divided into two sections—the southwestern peninsular and 
main sections to the north. The peninsular section possesses 
features suggesting an extension of the mainland but the main 
section is highly reminiscent of a continent with many forests. 

The major products of Hokkaido are as follows: Rice, 
wheat of various kinds, corn, potatoes, beans, sugar beet, flax, 


association's national meeting held each year in August. 
Nearly 500 pen club members, teacher-advisers and postal 
authorities from Hokkaido to Okinawa assemble to discuss the 
activities for the year to come and to reflect on their past 
This national meeting is the highlight of the annual 
activities of the pen clubs. The pen clubs are kept active, 
naturally, by students who form their nucleus. Many school 
groups are attached to school clubs and societies whose acti- 
vities are centered around letter writing. The results achieved 
from exchanging letters are often used as reference in Japan- 
ese and English language lessons and in social studies under 
the guidance of teachers. Letter writing is thus not limited to 
a mere exchange of letters between individuals but covers a 
wide range. For example, the following types of letter writing 
activities are carried out: (a) exchange of views between 
groups on a certain theme; (b) exchange of letters between 
different areas and schools, between people in social welfare 
institutions; and with seamen on foreign routes; and (c) inter- 
national letter exchange with people of the same age in foreign 
countries. 

The activities of the pen clubs are not limited to merely 
letter writing. Members make visits to welfare institutions, 
go on study trips to factories and lighthouses, as well as hold- 
ing meetings with foreign youths residing in Japan and with 
other organizations. The pen club groups in schools also hold 
exhibits of their accomplishments through their letter writing 
at their school’s annual cultural festival every autumn. Any- 
one who wishes to correspond with a Japanese student is invited 
to write to: THE ASSOCIATION OF PEN FRIEND CLUBS OF 
JAPAN, Azabu P.O. Box No. |, Minato-ku, Tokyo, Japan. To 
write in English is most welcome, for Japanese boys and girls 
are taught English at high schools. 


activities. 


vermifuge-chrysanthemum, peppermint, apples and dairy 
products; Lumber, mine posts, various wood and: wood pro- 
ducts; Herring, salmon-trout, salmon, seaweeds and processed 
marine products; Pulp, chemical fertilizer, iron and_ steel, 
cement, beer and canned goods; Coal, iron ore, magnetic sand, 
iron sulphide, sulphurs, mercury, gold, silver, lead and copper. 

Hokkaido exports principally lumber and its processed 
products, machinery and metals, canned foodstuffs, cod liver 
oil, salted and dried fish—major destinations being the United 
States, Britain, Argentina, and India. Among the products 
exported, the value of lumber and wood products accounts 
for around Y7,000 million a year. Industrially, Hokkaido is 
characterized by the fact that it has very few light industries 
and relies on the mainland for clothing and daily necessities. 
On the other hand, it supplies the mainland with raw maierials, 
primary manufactured products and half-finished goods. 

The population density of Hokkaido is low, numbering 
around 60 persons per square kilometer, or about a quarter 
of the average for all of Japan. The largest city on the island 
is Sapporo, the capital of Hokkaido, which has a population of 
roughly 430,000. It is the center of the island's politics, 
education and culture. In the city are located the Hokkaido 


Development Board and many governmental agencies. Major 

cities on the island and their population are as follows: 
(Census statistics, 1955) 

Sapporo ...... 426,620 Muroran® (7-6 123,533 

Hakodate ..... e 242,562 Kushiro be, eae 119,536 

Otaritialsreiteas 188,448 Yubari Wao ODIO 107,332 

Asahigawa 164,971 Obihiro aretha 92,442 


Hokkaido is a paradise for tourists since the entire island 
may be described as a scenic wonder with three national parks 
and countless numbers of famous sites. It can be compared 
to a gorgeous oil painting possessing magnificence and rugged- 
ness in contrast to the gentle scenery of the mainland. The 
Akan National Park, which is located in the eastern part of 
Hokkaido and covers an area of 87,498 hectares, is one of 
Japan's most beautiful with numerous forests, swamps and 
lakes. A rare vegetable plant, called the ‘“‘marimo”, circular 
in shape, and resembling green velveteen, is found in the lake 
of Akan. It has been designated a natural treasure. The 
Daisetsusan National Park, centering around the peaks of 
Tokachidake in the central mountainous highlands of 
Hokkaido, covers an area of 231,929 hectares and is Japan's 
largest national park. It is about the size of Kanagawa Pre- 
fecture (2,361 square kilometers). Hokkaido’s major rivers 
—the Ishikari and Tokachi—originate in this park which boasts 
many rapids and waterfalls. The Shikotsu-Toya National Park 
occupies the trunk portion of the peninsular section in seuth- 
western Hokkaido and: covers an area of 98,660 hectares. It 
is most convenient for sightseers since it embraces the three 
major cities of Sapporo, Otaru and Muroran as well as 
Tomakomai and’ Iwamisawa. 

In writing about Hokkaido one must not fail to mention 
the aborigines of the island—the Ainu natives—about which so 
little is known. No conclusion has yet been reached on the 
racial category of the Ainu race whose people possess features 
resembling that of the Eurcpeans. They are short in stature 
but light-skinned, their eyes are deep set, and their hair ia thick 
and wavy. The Ainu natives, however, have been completely 
absorbed into the Japanese race and very few pure Ainus exist 
at present. Their great legends and descriptive poetry, passed 
down through the generations, belie their primitive miode of 
living. The exotic clothes of the natives, their folkcraft and 
religious bear festival have become tourist attractions. Since 
1899, the Ainu natives and their land have been protected by 
law and their means of living have been assured them. Most 
Ainus, however, have left their reservation and have been ab- 
sorbed into the Japanese race. The present Ainu population 
is estimated at about 15,000, but the actual figures cannot be 
arrived at because there is no way of determining the true Ainu 


from the ordinary Japanese. 
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PHILIPPINE MINERAL PRODUCTION 


Mineral production for the calendar year 1957 hit over 
the two hundred million mark, the highest so far in Philippine 
mining history. The overall total value of production of 
metallics and non-metallics in the country rose to P227,497,451 
of which P155,350,903 was derived from sales of precious’ and 
base metals and P72,146,548 from sales of cement, building 
materials, fuel and other non-metallics. In 1956 the corres- 
ponding figures were P196,710,488 for total value of production. 
P147,221,850 for metallics and P49,488,638 for non-metallics. 
There was thus an increase of P30,786,963 or 15.7 percent in 
overall production; an increase of P8,129,053 or 5.5 percent in 
metallics; and an increase of P22,657,910 or 45.8 percent in 
non-metallics. 

Significant individual gains in quantity and in value were 
made in the production and sale of manganese ore, 30,231 
M.T., value P2,549,898 for 1957 against 4,414 M.T., value 
P304,699 for 1956; refractory chromite, 612,158 M.T., value 
P25,009,100 for 1957 against 581,685 M.T., value 
P20,323,880 for 1956; quicksilver, 3,363 flasks, value 
P1,666,069 for 1957 against 3,015, flasks, value P1,567,864 
for 1956; cement, 2,996,350 barrels, value P39,095,234 for 
1957 against 2,616,795 barrels, value P32,618,454 for 1956; 
coal, 119,151 M.T., value P4,574,455 against 151,708 M.T., 
value P3,631,830 for 1956; rock asphalt, 1,098 M.T., value 
P17,707 against 682 M.T., value P13,776 for 1956; and sand 
and gravel, building materials, salt, etc., P28,459,152 for 1957 
against P13,224,578 for 1956. 


Mining Activities 

In 1957, there were in actual production 3! metal mines 
compared with 32 mines in 1956. These mines were 8 lode 
gold, 4 chromite, 5 copper, 5 iron, 8 manganese and one 
quicksilver mine. During the year 7 metal mines went into 
or resumed production, namely Benguet Exploration, Inc., 
Sipalay Copper Project of Marinduque Iron Mines Agents, Inc., 
Roxsal Mines. Philippine Base Metals, Inc., Northern Luzon 
Mining, Jecel Mining Corporation and General Base Metals, Inc. 

Continued decline of copper prices in the world market 
had local copper producers of low grade ore worried. It had 
definitely adversely affected expansion plans of already operat- 
ing properties. Development of new properties was also 
deferred. The present attitude in metal mining seems to be 
one of wait and see. 

Opening of the government nickel reservation of Nonoc 
Island, Surigao last October to public bidding failed to get any 
response. It is believed that private enterprise considers some 
of the conditions provided for in the original nickel law rather 
heavy and that there was not enough incentive for profitable 
operation. Suitable amendments to the law are now under 
study in an effort to attract investment capital to exploit this 
new mineral resource as soon as possible. 

Although metal mining as a whole was not altogether 
disappointing, activities in most branches did not receive 
investor support. Exploration for petroleum, however, has not 
lost vigor. Geophysical surveys and test drilling continued to be 
done in several areas. More exploration concessions are 
expected, 


Gold 


There was an increase in the value of gold produced during 
1957 as a result of higher prices in the free-market and blocked 
peso buying which averaged P120.24 per troy ounce against 
P109.76 per troy ounce in 1956. In spite of this, the quantity 
of gold output decreased due to the shutting down of two gold 
mines and the curtailment of production from Surigao Con- 
solidated during ‘the latter part of 1957 because of mine fires. 
Benguet Explorations, Inc. with rated capacity of 50 tons per 
day, started production in September 1957 but its gold output 
‘was comparatively small. 

The total gold production for 1957 amounted to 379,982 
troy ounces, valued at P45,689,035 as compared with 406,163 
troy ounces valued at P44,580,451 for 1956. 

The three leading gold producers in 1957 as in previous 
years were Benguet Consolidated, Inc., Balatoc Mining Com- 
pany and Lepanto Consolidated Mining Company. Benguet 
Consolidated showed an output of 116,478 ounces with a gross 
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value of P14,005,315 against 119,805 ounces, valued at 
P13,149,797 in 1956; Balatoc Mines, 102,622 ounces, 
P12,339,269 gross value against 96,480 ounces, P10,589,645 
gross value in 1956; and Lepanto Consolidated, 45,326, ounces, 
P5,449,998 gross value against 43,798 ounces, P4,807,268 
gross value in 1956. 

Copper 

For the second year in a row, the value of copper 
production surpassed that of gold this time by P2.5 millions. 
The total value was slightly lower than that of last year 1956 
but the total volume of contained metal was 50 percent bigger. 
The big increase was due to the coming into production of 
Sipalay Copper, with 4,000 tons daily capacity and to the 
increased operations at Atlas Consolidated’s mill plant, from 
10,000 to 12,000 tons daily capacity. Another reason was 
milling of 3 to 4 percent copper ore at Lepanto Consolidated 
at Mankayan in 1957 while in previous years the grade of ore 
treated only averaged 2 to 3 percent copper. There was no 
increase in the original mill plant capacity of 1,000 tons daily. 

Out of 40,382 M.T. of copper ores and concentrate, 
valued at P46,871,332, Atlas Consolidated produced 17,273 
M.T. valued at P20,182,880, while Lepanto Consolidated pro- 
duced 12,991 M.T., valued at P15,434,499. The balance of 
1957 production: of copper came from 5 other mining com- 
panies and from some gold mining companies as by-product. 

Because of world overproduction, copper prices for 
Philippine ores and concentrates during the year were at a low 
average of P0.52 per pound of metal content. This compares 
with P0.80 per pound obtained in 1956. It is hoped that the 
price of the metal will firm up at a reasonable level and that 
local copper manufacturers will inject greater interest in local 
smelting of copper. 

Philex Copper Mining Corporation, with a 20 million-ton 
reserve of 1.5 percent copper in the Mt. Province may start 
production on or before the middle of 1958 with a mill plant 
capacity of 2,000 tons daily. Its property is located in Mt. 
Santo Tomas. Copper prospects which were still being 
explored by the end of the year include those of Cabadbaran, 
Agusan; San Remigio, Antique; Cabugau, Apayao; Milagros, 
Masbate; and Sta. Cruz, Marinduque. 


Chromite 

Production of refractory and metallurgical grades of 
chromite was up in value but the quantity of metallurgical ore 
shipped to foreign ports was down by 14,000 tons. Of the 
total shipment of refractory grade amounting to 612,263 M.T., 
the Consolidated Mines at Masinloc, Zambales accounted for 
611,263 M.T, Only one other chrome mine, the Roxsal Mines, 
in the province, produced this grade of ore. 

Acoje Mines, Zambales still led production of metallurgical 
chromite with a yearly output of 96,198 M.T. Palawan Con- 
solidated shipped the remaining 17,200 M.T. out of the total 
national production of 113,358 M.T. This company exported 
the highest grade of chromite assaying an average of 56 per- 
cent Cri0; with a 3.5 to | chrome to iron ratio. It com- 
manded a price averaging P110.00 per dry metric ton, f.o.b. 
pier. Chromite concentrate from Acoje assayed an average of 
48 percent of Cro0s or better with about 2.7 to | chrome to 
iron ratio. The comparative price was about P70.00 per dry 
metric ton. 

Chrome ores were shipped largely to the United States 
which absorbs better than 80 percent of Philippine exports. 
Shipments were also made to Japan, Canada and to some extent 
to European ports. 


Iron—Manganese—Quicksilver 

Quantity production of iron ore was somewhat low com- 
pared with those of the three previous years but pricewise the 
returns were more or less the same. Of the 1,346,363 M.T. 
total output for the year, Philippine Iron Mines at Larap, 
Camarines Norte supplied 1,019,906 M.T. The remainder was 
contributed by Mati Iron, Samar Mining, Marinduque Iron, and 
San Felipe. 

Mati Iron Mines in Davao province was expected to 
improve shipments of high grade iron ore of 60 to 64 percent 
Fe during 1958. Samar Mining has stopped operations at 


July 24, 1958 


Cameueves for the time being but the development of its 
property in Sibuguey, Zamboanga del Sur was reported to be 
making excellent progress. 

There is good prospect for further improvement in iron 
mining, especially after local smelters have been completed. 
Local producers of ore believe that the Japanese market will 
be fairly stable for'some time yet. 

Manganese mining made a good showing during the year. 
More than 25,000 tons of manganese ores assaying from 42 to 
52 percent manganese was produced over and above the output 
in 1956—the comparative figures being 30,231 M.T. (1957) 
against 4,414 M.T. (1956). There were 8 manganese mines 
operating in 1957 compared with 4 in the previous year. 
Demand for the mineral was steady and prices reasonably firm. 
Most sales were made on barter trade. 

New manganese deposits in Luzon were exploited with 
more vigor and old properties in Visayas and Palawan were 
revived. There is good prospect for Philippine manganese if 
prices keep up and do not fluctuate too much. Barter trade 
privileges were a strong factor in keeping small operators in 
production during the year. 

Mercury mining in Palawan continued to improve and may 
yet make the Philippines a very important source of this metal 
for the free world. Other deposits in the same island may 
be developed in the future. Total output for 1957 amounted 
to 3,363 flasks of 76 pounds of mercury against 3,015 flasks 
in 1956. Additional equipment in the Palawan Quicksilver 
Mine is expected to boost production further. 


Fuels and Non-Metals 

Coal production showed only slight 
production of 191,151 M.T. compared with 151,708 M.T. 
(1956). Cost of production continued high in nearly all 
mines of importance, and transportation from mine to con- 
sumer remained almost prohibitive that unless something can 
be done about these conditions the coal industry is likely to 
remain comparatively small. 

So far petroleum concessions have been worked assiduously 
by five or six big companies but up to the end of the year 
commercial production of oil still eluded the concessionaires. 
The country, however, may count with two or three more 
petroleum refineries in the near future. 

Quite significant in non-metal production was the upsurge 
of solar salt output from 1.2 million cavanues to 2.3 million. 
This is indicative of the strong demand for this commodity by 
new industries now rising in the Philippines. 

Cement and building materials continued much in demand 
and production for local consumption can double and still not 
catch up with future requirements. 

On the whole metal mines did not fare very badly during 
the year. Mining shares moved downwards but this was 
believed to be in’ sympathy with the feeling of uncertainty 
mining investors seemed to harbor because of existing condi- 
tions. As government policies in the future regarding the in- 
dustry in particular and national economy in general take more 
definite shape, investors’ support will raise stock prices again 


to more realistic levels. } aad 
Dividends were declared by the following companies in 


1957: 
Acoje Mining Co., Inc. ... eA 


. Mini & Dev. 
ae rs Ag Pie eee ae 5% stock (par value P1.00) 


improvement with 


value 


share (par 


rp.. 
i ining Co. .P0.007 per share (par value 
Beeuie sols Dupe te P0.10) and 15% stock. 
Consolidated Mines, Inc. .P0.01 per share (par value 
P0.10) - ; 
Cons. Mining Co. ..P0.02 per share (par value 
dnasaalcs snarysts P0.10) and 33-1/3% stock. 
Palawan Cons. Mining Co. .P0.10 per share .(par value 
P0.10) 
ickeil Mines, 
Pane 6 ie o iad ies ae 0.06 per share (par value 
P0.10 
Phil. Iron Mines, Inc. ...... P0.015 per share (par value 


Market and Prices 
Gold bullion sales were made in the local free market, 
while the refined gold sales were effected under the provisions 
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of Resolution No. 224 dated February 19, 1957, otherwise 
known as “Circular No. 73.” 

In the case of base metals whether in the form of ores 
and/or concentrates, the principal markets were the United 
States and Japan. The new smaller foreign markets of our 
base metals were Canada, United Kingdom, Italy, Sweden, 
Norway and Holland. Copper and lead concentrates, high 
grade copper ores, high grade metallurgical chromite and 
almost all the refractory chromite ores and high grade 
manganese ores went to the United States, while Japan got all 
the iron ores, lower grade manganese, metallurgical chromite, 
some lower grade copper ores and all the quicksilver. The 
other countries mentioned imported some of the lower grade 
metallurgical chromite, manganese ores and some refractory 
chromite ores, 

The menthly averages of the price of gold sold as bullion 
and/or refined gold in the local free market as reported by 
the Philippine Gold Producers Association, Inc. for 1957 are 
as follows: 


Price per Price per 
Month troy ounce Month troy ounce 
Jannarva citeaccaise P118.66 Julye -scgteyeus sesueease P122.38 
hebruaryarier ne fe 113.03 ANUgUSt vac ieee 124.13 
March os eS aisilone ey S YS) September ....... 125.24 
April eres. cvtnios a eiicne 122.16 October. arene 125.37 
INI EY a eas csesrieaser cork: 115.26 November ....... 123.89 
JURE gic niente, eaters 115.36 December ....... 121.84 


The above monthly prices give an average price of 
P120.24 per troy ounce of gold f 1957 i 
P109.76 for 1956. * te eee 

; Average prices obtained for Philippine Base Metal Ores 
during the calendar year 1957 are as follows (per D.M.T., 


F.O.B. pier) :— 
Iron Ore (53-58%) Fe .. P16.20-17.20 
Iron Ore (60-64%) Fe .. P19.00-20.00 
Refractory Chromite Ore 

(C4) REx. 0s eree, ee P38.00-44.00 
Metallurgical Chromite Ore 

(43-48%) Cro0s ..... P55.00-70.00 
Metallurgical Chromite Ore 

(49-56%) Cro0s ..... P73.00-85.00 
Metallurgical Chromite Ore 

(57-60%) Cr20s ..... P100.00-112.00 
Manganese Ore (42-47%) 

Ne Res Auchenenees oem CRS fo P60.00-85.00 

Manganese Ore (48-52%) 

MnP re cack suas casts vekeee, mers P90.00-115.00 
Pyrite Ore (45%) S.... P20.25 
Copper (metal) ’........ P0.52 per pound 
Meadm(metall)))iancrpys eieieeete P0.26 —do— 
Zines Gmetal!) ere erste atts P0.21 —+do— 


P495.41 per flask of 76 pounds or 
P6.52 per pound. 


MINERAL PRODUCTION IN THE PHILIPPINES 


Mercury (metal) 


Year—1957 
Minerals Quantity Value in Pesos Totals 

Metallies: 
Golds Meanrctervars se wivisineh aia talent estoy 379,982 Oz. P45 689.035 a 
SUSE" acho monho Rene sodnnano acc 865,734 Oz. 865,734 P 46,554,769 
Lead (metal) + 314 M.T. P 476,189 
Zinc (metal)* ZW as, 166,593 

Copper (metal) + 40,382, 46,871,332 

Manganese Ore 30,231 2,549,898 

Chromite Ore: 

Refractory 612158, 25,009,100 

Metallurgical 113,358 8,949,054 

front Ore essicscuesccres 1,346,363, 23,107,899 
Quicksilver (metal) 3,363 fiks. 1,666,069 108,796,134 
Mon-Metallics: F 
CEMent aecsscusecsvassacveseves 2,996,350 Bbls. P39,095 234 
Coal se veess 191,151 M.T. 4,574,455 
Rock Asphalt 1,098 ,, 17,707 

Sand, gravel, salt and all other 

Mon=mictallics.  wiicencjnavsrinieas 28,459,152 72,146,548 

GRAND TOTAL ....+++++- P227,497,451 

NOTE: a—The estimated average market price of gold from Jan. 1 to Dec. 31, 


1957 is P120.24 per troy ounce, 
1—Estimated metal content of the concentrates exported, 
Oz.—Troy ounce of 31,103496 grams. 
M.T.—Metric ton of 1,000 kilos, *‘ 
Flks.—A flask containing 76 pounds of mercury. 
Bbls.—A barrel of 4 bags of 94 pounds each bag, 
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FAR EASTERN 


ECONOMIC REVIEW 


ECONOMIC LETTER FROM MANILA 


Acoje Oil and Exploration Co, announced completion of 
two additional test holes in the company concession in northern 
Cebu. Test hole No. 6 which was spudded in on May 24 was 
drilled to a depth of 819 feet and was surveyed by the 
Schlumberger electric log and microlog. Test’ hole No. 7 was 
spudded in on May 29 and drilled to a depth of 881 feet. The 
Schlumberger engineer successfully ran the electric log, 
microlog and dipmeter to the top of the Barili limestone. 
Acoje’s drilling crew is now preparing to move to location for 
structural test hole No. 8. 

Pan Philippine Corp. in 1957 produced 5,522.39 tons of 
barite, valued P251,665, netting P4,669 from the operations 
during the year. The company originally started to develop its 
copper property in Batangas but had to abandon it due to the 
absence of commercial deposits. It concentrated its operations 
later in the production of barite in its Batangas property, where 
a large deposit of commercial value and quantity had been 
found. Barite is now being used in the oil drilling operations 
in the Cagayan Valley. 

Surigao Consolidated Mining Co. in 1957 sustained a direct 
operating loss of P321,130, as against operating profit of 
P2,442,338 in the previous year. Net loss, after provision for 
depreciation and depletion was P622,696 compared with a net 
profit of P!,760,438 in 1956. The adverse factors during the 


BASE METAL. PRODUCTION—1957 


T OgGeAstss 
Name of Company Quantity Value in 
Dry M.T. Pesos 

Consolidated Mines ........ 611,263 P 24,973,300 
Roxsall Mines: 6. cnt dacetae coe 895 35,800 
(Ncojem Minin gerry iieie ska netat 96,158 7,028,554 
Palawan Consolidated ...... 17,200 1,920,500 
Atlas Consolidated ......... | als} 20,182,880 
Bagacaysierogect geierci-: ae nieoxcae 5,364 5,935,547 
Lepanto Consolidated ...... 12,991 15,434,499 
Masaral lrojectie cre stalls veo 237 212,239 
Mindanao Mother Lode ..... PRD: 2,589,121 
Paracale-Gumaus .......... 14 17,801 
Sinalayebrojectarac «sissies es 2,281 2,439,245 
Masara: Project’ sc. .0c mar sors 302 166,593 
Palawan Quicksilver ....... 3,363 flks. 1,666,069 
IMasaray Project: idiom ctcimatie - 230 (3.75315 
Paracale-Gumaus ......... 102 62,100 
Surigao Consolidated ....... 482 276,774 
Marinduque Iron .......... 58,487 994,279 
Matiolrons 3 veiw « teus-s.stce sae 163,374 2,921,857 
Philippine Iron’ eax... oth. cree 1,019,906 17,494,633 
POAMAL VIG IN gy wrareniee: cists eerste 102,334 1,655,812 
Santbelipe Tron! sn. oie «sts o's 2,262 41,318 
Consolidated Phil. Ores 1,141 79,870 
General Base Metals ........ 6,200 412,000 
Jecel) Mining Corp, .....0.+- 5,956 406,671 
Laur Manganese ........... 648 31,131 
Northern Luzon Mining ..... 196 19,600 
Palawan Manganese Mines 5,000 572,600 
Phil. Base Metals ...<..,:.. 2,836 198,228 
Zambales Base Metals ...... 8,254 829,798 
n Ref. Chromite Ore 612,158 P 25,009,100 
=) Met. Chromite Ore 113,358 8,949,054 
< Copper (metal) ...... 40,382 46,871,332 

Mead (nretall)im. sonar Sos 814 476,189 
Ke Zinc «(metals spats tars 302 166,593 
O Quicksilver (metal) 3,363 flks. 1,666,069 

Re orCvers cts: eh ee 1,346,363 23,107,899 
kK Manganese Ore ...... 30,231 2,549,898 

GRAND) TOTAL” =. 4.. P108,796,134 


year were the intermittent fire and the almost continuous 
occurrence of carbon monoxide gas as a result of the fire in 
the high grade section of the mine. Other factors included 
mining of low grade ores and smaller tonnage, power shortage, 
high operating costs and the rise in prices of supplies and 
equipment. Although the market price for gold is within 
reasonable limits despite the expiration of the gold subsidy, the 
present situation is unstable and subject to changes in policies 
of the Central Bank and the Monetary Board, as well as to the 
reactions of holders of blocked-peso accounts whose interests 
are remotely connected with those of the gold producers. 

Mindanao, Mother Lede Mines in April treated 5,500 metric 
tons of ore, averaging 2.95 per cent copper. Concentrates 
produced amounted to 647.7 metric tons, estimated to contain 
324,568 lbs. of copper, valued at P143,000. Overall recovery 
was 89.2 per cent and tails amounted to 0.35 per cent. Mill 
time was placed at 72.5 per cent. Consolidated Mines, Inc. 
declared a 20% cash dividend. This will be the second 
dividend payment for the year. 

The United States agreed to finance sale of $4,000,000 
worth of rice to the Philippines. Payment from the Philippines 
will be accepted in pesos, which will be spent in the Philippines 
in assistance to the Philippine Armed Forces and for educa- 
tional programs. 

Gov. Miguel Cuaderno of the Philippine Central Bank and 
Secretary of Public Works Florencio Moreno brought to the 
U.S. a portfolio of specific plans and projects for which long- 
range development loans are sought. Two Philippine loans 
totalling $40,000,000 which are held by New York private banks 
are repayable June 30. This amount will make a large dent in 
Philippine foreign reserves unless the Philippines receives 
additional credits in some form during the President's visit. 
The Philippine officials will discuss the June 30 expiration date 
on a $46,000,000 Export-Import Bank credit to the Philippines 
which has not been utilized. 

Because of the low dollar reserve and the poor prospects 
of fereign exchange receipts from exports in the coming 
months, the Monetary Board of the Central-Bank turned down 
all requests for dollars to finance expansion of existing plant 
facilities as well as the establishment of new industries. The 
board was considering several applications for exchange to 
cover purchases of machinery and equipment fer plants that 
want to expand their production capacity but has disapproved 
all such applications. There is no foreign exchange at the 
moment to finance plant expansion or establishment of new 
industries. Even. equipment for new service industries that 
should be encouraged because of their dollar-saving and dollar- 
earning potential could not be covered, because the trend in 
the international reserve has been very adverse. 

President Garcia submitted to the Cabinet the plea of 
about 1,000 workers of the textile mills of the National Deve- 
lopment Company that the government reconsider its decision 
to sell the mills to private parties. A big delegation of workers 
belonging to the National Textile Workers Union presented its 
plea before the President. The President explained that the 
sale of the NDC textile mills in Narvacan and Manila was 
decided by the Cabinet in line with the policy of the govern- 
ment to withdraw gradually from business in cases where 
private enterprise is willing to venture. The Cabinet believes 
that now is the most opportune time for the sale of the mills in 
order to insure easier adjustment for the laborers who might 
be laid off, although a majority of them would be retained by 
the firm which purchases the mills. The NDC mills have out- 
dated equipment which makes their cost of production higher 
than that of private mills. 

The Export-Import Bank approved the Republic Glass 
Corporation's loan application for $1,314,676 which will cover 
the cost of machinery and equipment the company ordered for 
a complete sheet-glass manufacturing plant. 

A decline of log exports to Japan will result from a com- 
bination of decreased logging operations in the Philippines 
during the approaching rainy season and reduced dollar quotas 
for imports in Japan. Japan's $10,000,000 quota for log 
imports from April through September of this year is lower 
than the quota for the period from last October through March, 
1958. A cut of from 1/3 to 1/2 is anticipated in the pro- 
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HONGKONG NOTES AND REPORTS 


The Middle East Crisis—As a result of the serious crisis 
having developed in the Middle East, local markets were 
disturbed and the public, while generally apathetic, became 
slowly affected by the consequences of the military events now 
taking place in the Arab corner of Asia. Gold and free 
market exchange were more excitedly dealt in with speculators 
—unsure of themselves—rushing around; price movements 
were consequently more agitated than at any previows time 
during this year and gold bullion reached its peak price. Share 
market quotations were somewhat depressed as is usually the 
case in any international crisis as investors are subconsciously 
afraid of too large holdinge in local securities. Real estate 
which has been already passing through a period of declining 
prices showed added weakness with less enquiry for new 
building lots and purchase of built-up land in any form, including 
floors and parts of floors. Many realtors find that apprehensive 
customers are once again digging up the Peking-bogey. This 
alone causes a decline in prices and reduction in client demand. 

Commodity markets were generally strong as prices showed 
a rising tendency on account of dealers’ reluctance to liquidate 
holdings. This is a customary crisis symptom: commodities 
are preferred in evil-portending times to liquid funds, partly 
due te the fact that imports, to make up for sales here, might 
become more cumbersome. Increased-export demand, as might 
be expected from a rising price trend, was however not notice- 
able; the higher level of prices was simply caused by the 
psychological attitude towards the present crisis. 

Habitually Hongkong looks for Peking’s reaction whenever 
a new world crisis looms. As Britain is, with some reservations, 
bound to follow the lead of America, and as the Soviet Union 
is opposing every move made by the US, the position of 
Hongkong is always affected due to the alliance between 
Moscow and Peking. Thus the residents of Hongkong, 
whenever a crisis develops, cannot but feel, as so often in the 
recent past, a sense of insecurity. That comes soiely from 
the basic hostility of the Peking regime. The hope is everywhere 
expressed that no complications in the present crisis will 
eventuate and that Russia will not challenge America. The 
storm will blow over-——only to be followed, in this explosive 
age, by other more or less violent storms. We are living 
through a long period of great stress and strain but now we 
seem to have mentally adjusted to it and rarely get jolted out 
of our almost fatalistic equanimity. The Baghdad coup and 
the Lebanese civil war with the resultant American intervention 
have however given the politically conscious and thinking part 
of the community a very distinct shock. The sympathies with 
the cause of America and its allies are evident wherever there 
is fear of communism increasing its prestige or hold; conversely, 
-where there are people who support in one or the other way 
the progress of communism, any action taken by America and 
its allies will be opposed. Through every community runs in 
our age a wide rift and where free expression of thought and 
opinion still prevail, this rift is clear to see. Fortunately, the 
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duction of logs during the rainy months. Japan is making 
attempts to develop log sources in Borneo, Indonesia and 
Cambodia and this may cause additional problems for Philip- 
pine exporters. The importance to the Philippines developing 
more domestic facilities to process its own timber into finished 
products is obvious. 

Plans for putting the products of the local plywood and 
veneer industry on an 80 per cent export basis within thé next 
two years are envisioned by the Industrial Development Center. 
The center's program since start of operations in 1955 has 
emphasized assistance to plywood and veneer industries for the 
reason that they are dollar-earning and a real asset to the 
Philippine economy if properly developed. 1.D.C. up to the 
end of 1957 approved P10.5 million in peso aid; $6.3 million 
in dollar assistance; and P500,000 under an industrial 
guarantee loan fund program for plywood and veneer indus- 
tries alone. J[.D.C. recommended that there be no further 
expansion of plywood and veneer plants in the Philippines 
until the capacity of the tapes plants is fully gil? The 

2 mills now in operation or under construction would require 
380 million coed sont of suitable logs in 1959-60. The Mills 
in operation in 1956-57 used only 80 million board feet. 


local community is more business minded and very much averse 
to any political entanglements, yearning to be another and 
internationally recognised Switzerland. 

Heat Wave & Water Supply—The temperature rose to 94.9 
degrees Fahrenheit on Wednesday, July 16. This is the highest 
July temperature in the Colony since 1884. The previous 
record of 94 degrees was registered on July 23, 1896, July I, 
1938 and July 13 & 14, 1939. The highest temperature 
recorded in any month in the history of Hongkong was 97 
degrees in 1900. The water situation remains serious. Total 
amount of water in the reservoirs on July 12 was 3,270 million 
gallons. Daily consumption at present is about 46 million 
gallons. 

Service Reservoirs—Two more high level service reservoirs 
will be built in Kowloon at Piper's Hill, near the 414 milestone 
in Taipo Road. One will hold 3,000,000 gallons of fresh water, 
drawn from the Tai Lam Chung distributional system, while the 
other, of 2,000,000 gallons capacity, will store sea water for 
flushing purposes. The reservoirs, which will be 400 feet 
above sea-level at their highest point, will serve the So Uk 
Housing Scheme and future development projects in the 
district. 

New Hospital—The foundation stone of the new 1|2-storey 
Kwong Wah Hospital was laid by the Governor last week. 
The construction of the new Hospital will take 42 months with 
the ‘first phase to be completed this year. The total cost is 
estimated at $25,000,000. The present Kwong Wah Hospital 
was built in 1911. The number of in-patients last year was 
181,472, and the out-patients 258,607. The new Hospital is 
oe built to cope with the urgent demand for more hospital 
beds. 

New Theatre—The $2.5 million Shaw Brothers’ Gala 
Theatre is being built on the site of the old Sin Wah Theatre 
next to the existing Shaws Building. The theatre will show 
first run films and will seat 1,300 persons. It will be completed 
and opened by Christmas. The ground floor of the building 
will hold booking offices and an arcade which will join the 
arcade of the Shaws Building. An escalator will take patrons 
to the first floor entrance to the stalls which are connected by 
stairs to the dress circle. 

Land Sale—The China Motor Bus Co., Ltd. last week 
purchased a piece of land in North Point at the upset price of 
$800,000 at an auction held at the Crown Lands and Surveys 
Office. The land will be used for parking purposes. The land, 
measuring 20,000. square feet, is between King’s Road and 
Java Road. There is a building covenant of $600,000 to be 
fulfilled within 24. months. The lot is restricted to use for 
mechanical transport services and petrol filling stations. 

Country Club—A group of local residents are planning to 
establish a country club in Hongkong with a branch club in 
Kowloon. According to tentative plans, 200 prominent 
members of the Chinese community here will be invited to be 
founder members of the proposed Hongkong Chinese Country 
and Yacht Club. A large number of the proposed founder 
members have already agreed to join the club. The organisers 
hope that site formation and building may begin in the autumn 
after the grant of land has been completed by the Government. 

Redevelopment of Tai Hang Village—Government last 
week announced a draft plan for the long-term redevelopment 
of Tai Hang Village, Causeway Bay. This village suffered 
severely from flooding during the unprecedented rains of May 
and June last year. During the past twelve months, govern- 
ment engineers improved the drainage system of the district 
but they concluded that further improvement could only be 
achieved by large-scale rebuilding and the raising of the ground 
level of parts of the district. The older part of Tai Hang 
Village itself is known to date back to about the middle of last 
century and most of the dwellings consist of small village-type 
houses—some 200 all told—facing upon narrow streets and 
lanes. Many of the houses are below acceptable standards of 
building construction and hygiene, and the whole area_ is 
something of an anachronism in a,busy modern city. The 
Town Planning Board believes that the area is well suited for 
the erection of multi-storeyed housing. Its proximity to main 
bus and tram routes and to Victoria Park makes entirely 
practicable a development scheme to house many more people 
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than the 4,000 or so at present inhabiting the village. But 
the village's congested net-work of narrow streets and the fact 
that each of the old houses stands on a lot only about 400 
square feet in area, would make the building of reasonable 
multi-storeyed houses on individual sites, or on even small 
groups of sites, extremely difficult. The Town Planning Board 
has therefore devised an entirely new layout for the village. 

The draft plan shows four main plots reserved for new 
building, surrounded by 60 feet wide streets, with provision for 
a school, market, open space and playground. The total area 
of land involved is about 634 acres. The plan will be 
exhibited for the next three months at the Central Government 
Offices, Lower Albert Road, and at the Government Branch 
Offices, Farm Road, Kowloon. Government hopes _ that 
‘existing property-owners will propose possible methods by 
which they would be prepared to carry out the development 
themselves—for example by the formation of a suitable co- 
operative corporation or other organisation. 

New Ferry Pier—Government is planning to build a new 
ferry pier on Cheung Chau Island and to realign the praya 
wall by reclaiming a portion of the foreshore and seabed 
fronting Hoi Pong Street. The new pier, to be constructed of 
reinforced congrete, will have a frontage of 42 feet and extend 
about 143 feet into the sea. It will be sited about 50 feet 
north of the existing ferry pier, which will be demolished when 
the new pier is ready for use. The new reclamation will be 
formed by the construction of a rubble mound, 212 feet in 
length, to retain 6,360 square feet of land. 

Imports of Rice, Frozen Meat and Coal—New measures 
for stabilising rice prices, introduced by Government on June 
1, proved successful and resulted in an average reduction of 
about $2 per picul in ex-godown prices. During June, a total 
of 24,430 metric tons of edible rice were imported, giving a 
total of 174,102 tons for the first six months of the year as 
follows: 


June, 1958 Jan.-June, 1958 
Source M/Tons 3 M/Tons es 
SUMMER NAl phoney acancmecooORutel aap eho 16,695 68.3 89,974 elegy 
(Gaineate” "sacar Goan aden pURUnsoesOnnocoL 1,900 7.8 44,400 25.5 
(OMIT © SG RR DY Sodrnic Gunn G.) sab GoMOU nono tS 4,639 19.0 32,422 18.6 
North Vietnam 1,196 4.9 6,356 3 
South Vietnam = = 900 0.5 
INGER  Spendnodsonegue onto: GonteNnt _— _ 50 _ 

24,430 100.0 174,102 100.0 


Offtakes for June totalled 27,543 metric tons, representing 
a weekly average of 5,509 metric tons as compared with 5,504 
metric tons in the previous month, and 5,623 metric tons in 
the corresponding month of 1957, 

A total of 813 tons of frozen meat arrived during June, 
while offtakes totalled 749 tons. Imports of coal amounted to 
13,973 tons, all from China. 

Preventive Service—Government seized a total of 2,887 
lbs. of Chinese prepared tobacco in June. The majority of the 
seizures were made by patrols of the Preventive Service in the 
New Territories. The campaign against adulterated European 
type liquor was maintained. During the month, 40 suspect 
bottles were detained from five licensed premises. An 
elaborate illegal alcohol still was discovered in an unnumbered 
hut in the Eastern area of Hongkong Island. This was one of 
the 55 illicit stills raided by Marine and land patrols in June. 
A total of 256 gallons of Chinese liquor were seized and 1,574 
gallons of fermenting materials destroyed in the raids. 

Revenue Officers searched 27 ocean-going vessels and 
Macao ferries as well as one aircraft for narcotics last month. 
They found 7314 taels of raw opium in an open dunnage hatch 
of one vessel and more than 21 lbs. of morphine hydrochloride 
and nearly seven lbs. of morphine on board another ship. 

Prison Labour—Construction of a new link road con- 
necting Chimawan with Ham Tin, South Lantao, is progressing 
steadily. The road, named the Tappenden Turnpike, is being 
built entirely by prison labour. Prison labour is also being 
used for breaking up and widening a concrete path in the War 
Graves Cemetery at Stanley. Prisoners engaged in affore- 
station work at Chimawan planted 558 acres with 309,108 
trees during the quarter ended June 30. Much of the Tai 
Long peninsula is being steadily afforested although some of 
the terrain is too high and rocky for planting purposes, Con- 
struction of the new quarters for Government forestry staff at 
the Shap Long reserve, utilising prison labour, was completed 
recently, 
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HONGKONG SHIPPING 
IN APRIL 


Vessel Cargo 
Flag Arrived Departed Dis- Loaded 
charged 
No. Tonnage No. Tonnage (ton) (ton) 

British 286 569,994 289 557,459 94,265 51,416 
American . 23» ‘a lh2h807 22). lihz,953 ela o22: 5,366 
Cambodian | 557 1 557 869 200 
Chinese .. 30 11,159 34 12,141 13,640 2,898 
Danish .. 20 65,957 = hz 57,463 10,339 8,410 
Dutch isc 23 82,613 18 72,036 16,866 8,052 
French .. 6 33,374 6 33,374 992 2,190 
German .. 5 24,919 5 24,919 4,832 1,598 
Italiani sen. 6 24,410 6 24,410 1,651 531 
Japanese . 45 154,585 46 158,451 14,682 35,573 
Korean .. 5 5,786 3 6,400 1,269 1,807 
Liberian .. 4 14,349 4 14,349 19,084 950 
Norwegian 39 107,284 43 115,669 39,465 18,386 
Panamanian 14 283067) “15 32,667 14,452 8,055 
Philippine . 1 1,902 1 1,902 491 — 

Portuguese. 3 14,705 3 14,705 1 1,800 
Swedish .. 10 30,079 10 30,079 4,837 2,225 
Yugoslavian Z 4,968 A 4,968 1,608 730 
Totaly <x S21 29675157 S255 192795502) 252 Ose > OMe 


HONGKONG AIR 
TRAFFIC IN APRIL 


, Departure Arrival 
Regions Passenger Freight Mail Passenger Freight Mail 
(Kilos) (Kilos) (Kilos) (Kilos) 

Australia 156 4,102 1,144 VAN GA = NISMS 256 
Thailand 1,786 16,853 875 1,657 6,965 2,596 
Borneo... 111 3,680 162 125 147 35 
Burmeie es aes 198 6,158 489 190 365 156 
Cambodia 246 2,320 175 245 — 389 
Canada 221 1,261 650 42 229 259 
Europe L770. 11,692 1,936 Cle A540. 220203. 
Taiwan 838 34,846 1,735 922 4,148 1,828 
Guam fac | 1,806 26 8 170 7) 
Honolulu .. 75 428 260 42 260 86 
J hevel wine SBA, 247 4,290 494 326 1,673. 1,339 
Indonesia —_ — 486 2 — =< 
Japan 3,178 11,756 1,468 2,602 11,246 9,993 
LAOS) Bole cua 211 64,385 102 128 2,228 83 
Macao eri — 3,485 —~ — — = 
Malaya .... 27 36 399 47 58 —_ 
Middle East 177 1,318 522 53 487 169 
New Zealand — — 301 — — _— 
Okinawa : 139 S375 71 66 672 43 
Pakistan .. 64 Oy 087. 54 256 216 
Philippines. . Nee {VSG S01” 25552 5.2590 lie 
Singapore .. 714 19,038 1,404 956 5,743 3,965 
South 

America . 67 1,211 9 13 7 e/ 
South Korea 256 4,791 3)5)8) 262 754 567 
United 

Kingdom . 336 9,393 2,492 23 OT io 2, O05 
United States 75 4,473 4,156 50 1,755 3,026 
Vietnam 525 5,409 245 466 886 398 
Wake island — PAW — ] 3 — 
Ceylon... Fe —— 170 a — a 
Africa .... — — 765 — — 14 
‘Totalgrcas cc 11,934 239,176 22,977 11,332 57,792 31,670 
Direct 

Transit 1,143 21,994 — 1,143 21,994 — 


Total Aircraft Departures=385, Total Aircraft Arrivals= 387. 
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FINANCE & COMMERCE 


THE PRICE OF GOLD 


As has happened several times 
before in the postwar years, the financial 
markets this spring have been swept by 
rumors that the U.S. dollar price for 


gold—$35 an ounce since 1934—was 
going to be raised. Such a_ usually 
responsible organ as The Economist of 


London has gone so far as to suggest that 
the price should be trebled. Stocks of 
gold mining companies have been in 
strong demand in the London and 
Canadian markets and also to some 
extent in New York, according te the 
First National City Bank of New York's 
News Letter. Counselling a_ healthy 
caution, on the other hand, is the fact 
that speculative fingers have been burnt 
so many times by gold rumors that 
proved false. 

An increase in the $35 price will 
almost certainly figure in the discussions 
of finance ministers at the British Com- 
monwealth conference in September and 
at the International Monetary Fund 
meeting in October. South Africa, the 
largest producer, has been pressing the 
case for many years and the idea of a 
higher price is now receiving widened 
support in the Commonwealth. The idea 
has more superficial plausibility now than 
on the earlier occasions when a gold 
price advance has been discussed. We 
have had chronic inflation since the war 
and indeed most of: the time since 1933- 
34 when the price was raised from $20.67 
to the present $35. Each turn of the 
inflation spiral adds to the danger that 
some day U.S. gold policy may need to 
be reconsidered. But this is not by any 
means to say that the time for a price 
change has arrived. The Federal Re- 
serve has taken a series of measures 
which defer the need: the credit squeezes 
of 1953 and 1957 which checked 
inflation; and the reductions in bank 
reserve requirements in 1953-54 and 
again this year which make more 
economical use of the U.S. gold reserves. 

One factor that has made a gold 
price increase seem plausible has been a 
$1.1 billion drain on the U.S. gold stock 
dating back to mid-February. This re- 
presents gold acquired by foreign 
governments and central banks with the 
authorization of the U.S. Treasury and 
at the official price of $35 an ounce. 
This is not the: first time in the postwar 
period that the U.S. has experienced a 
major outflow. It is the third such 
movement. The first outflow, involving 
a total loss of $2.9 billion, began in 
September 1949 after devaluation of the 
pound and other foreign currencies to 
more realistic relationships to the dollar. 
The movement was intensified in 1950 
when the outbreak of the Korean War 
touched off a scramble for raw materials 
which poured dollars abroad. About 
half of this gold returned in 1951-52 as 
our balance of payments improved with 
the slump of raw materials prices and a 
reduction of purchases for stockpiles. 


The second postwar decline in the 
U.S. gold stock, amounting to $1.7 
billion, ran from August 1952 to April 
1955. This reflected heavy U.S. military 
spending abroad at a time when the 
increased self-sufficiency of foreign 
countries was reducing their dollar import 
needs. 

During 1956-57 the U.S. gold stock 
nearly recovered to the peak level of 
1952, reflecting principally acquisition of 
gold sold by the International Monetary 
Fund and the United Kingdom to meet 
financial pressures originating out of the 
Suez crisis. 


The new outflow that began in 
February has brought the U.S. gold stock 
down to $21.7 billion, duplicating the 
previous postwar low. This sum. still 
exceeds the combined total of all other 
countries’ known gold reserves. 


Of the $21.7 billion U.S. gold stock, 
$600 million is held in Treasury reserve 
accounts and $21.1 billion as backing 
for gold certificates held by the Federal 
Reserve Banks as their reserves. Only 
$11.4 billion of the Reserve Banks’ hold- 
ings of gold certificates are needed to 
satisfy the legal requirement that they 
hold gold or gold certificates equivalent 
to 25 per cent of their note and deposit 
liabilities. This leaves well over $9 
billion surplus: gold reserves which can 
be used to redeem in gold the dollars 
held by foreign governments and central 


banks. 
With beyond $9 billion of surplus 


gold reserves there is obviously no ques- 
tion of any practical need to consider 
either raising the gold price or suspend- 
ing U.S. Freasury sales at $35 an ounce 
and permitting the price to rise in free 
markets. The question might be pre- 
cipitated if a run on the dollar developed 
and foreigners tried to convert all their 
short-term dollar assets into gold. On 
the best estimate available, foreign 
governments and central banks hold $8 
billion on deposit in U.S. banks or in 
short-term investments like U.S. Treasury 
bills quickly convertible into cash. Be- 
sides this, private business firms and 
individuals abroad are estimated to hold 
$5.8 billion in short-term dollar assets. 
These cannot be used directly to acquire 
gold in the United States but could in 
some measure become available to foreign 
governments and central banks for con- 
version into gold. 

The existence of these foreign assets, 
however, does not imply that any large 
scale conversion into gold is either likely 
or practicable. How many dollars 
foreigners need to finance essential 
commerce no one can say. But the 
amount surely runs to many billions. 
The conclusion emerges that, while the 
outside world theoretically could force a 
change in U.S. gold policy, it would be 
at the cost of upsetting world trade and 
finance. 


_ Questioned on the subject by the 
Senate Finance Committee _ last July, 
George M. Humphrey, then Secretary of 
the Treasury, suggested the possibility of 
an embargo on gold sales if foreigners 
attempted to convert all their dollars into 
metal. Such an embargo would doubt- 
less result in at least some temporary rise 
above $35 in free markets abroad until 
the policy of the United States Govern- 
ment was redetermined. There would 
be no necessary assurance that an em- 
bargo would be followed by a rise in the 
U.S. price. 


Some observers express a suspicion 
that some foreign nations are converting 
dollars into gold as a means of bringing 
pressure to bear on the U.S. Government 
to raise the price. Simpler explanations, 
however, are closer at hand. The big- 
gest taker of gold has been the United 
Kingdom. This reflects the dramatic 
recovery in the U.K. balance of pay- 
ments following the passing of the Suez 
crisis, the successful defense of the pound 
last September, and the cheapening of 
imports which has come with the weaken- 
ing of world raw materials prices. 


The United Kingdom's gold and 
dollar reserves have risen $641 million 
in the first four months of 1958 to a level 
more than $1 billion above their $1,850 
million low of last September. At the 
close of last year gold made up only 70 
per cent of U.K. gold and dollar reserves, 
considerably below the percentage which 
has prevailed in recent years. The re- 
cent takings of gold by the British 
monetary authorities will tend to restore 
the gold ratio to more normal levels. 


As more general considerations, the 
incentive for foreign governments and 
central banks to hold short-term dollar 
investments has been weakened by the 
fall of short-term open market money 
rates from 3 to 4 per cent last summer 
to around | per cent now. Moreover, 
it must be recognized that nations abroad 
in the aggregate continue to accumulate 
dollars as a result of heavy spending and 
lending abroad by the U.S. It is not 
surprising that some of this money 
should be converted into gold which re- 
presents the foundation for ihe world 
financial structure. 

There is no evidence whatever of 
any organized campaign to force an 
increase in the dollar price of gold 
though it is possible that, if responsible 
finance officers abroad should come to 
believe that a gold price increase is 
coming, they might scramble for gold in 
order to realize sevaluation profits. In 
such a contingency the appropriate 
policy for the U.S. Government would 
be to supply gold at $35 an ounce, let 
the reserve run down, and convince the 
world that the price can and will be 
held. 

Some observers are inclined to think 
that the U.S. Government may be led to 
raise. the price of gold as an anti- 
recession measure. The direct benefit of 
such an increase to American business 
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would be minor for gold mining is of 
rather negligible importance. An_ in- 
crease would of course be helpful to gold- 
producing countries. They would gain 
buying power at the expense of non- 
producing nations. 

The last—and only—time the dollar 
price of gold was significantly changed 
was during the great depression. The 
situation was quite different. Then the 
Federal Reserve had been embarrassed 
by gold shortage in fighting the depres- 
sion. Now the Federal Reserve holds 
$9.7 billion excess gold reserves; gold is 
not a limiting factor in applying measures 
to increase money and credit supplies as 
aids to recovery. In 1934 the 69 per 
cent increase in the gold price was de- 
signed to raise our prices generally—an 
object of dubious merit in the present 
instance. Then the U.S. policy was 
selfish and nationalistic; it sought to im- 
prove the trade position. at the expense 
of other nations and incidentally threw 
the world currency system into a turmoil 
from which—with the war—it has never 
fully recovered. Now the U.S. has a 
higher respect for international responsi- 
bilities. 

The dollar is used more commonly 
than gold in financial settlements among 
the nations and it is in America’s inter- 
est that this should be so. Any altera- 
tion in the ratio of gold to the dollar 
would have large implications, running 
far beyond a bonanza to gold miners. 
For example, an increase in the dollar 
price would penalize foreign goverh- 
ments, banks, and individuals who have 
trusted the dollar; it would hand out 
windfall profhts to those who have not. 
The intricate world-wide machinery of 
industry and trade needs credit and trust 
as lubricants. The very talk of a rise in 
the dollar price of gold is a threat to 
prosperity. The sooner the question 
ceases to disturb men’s minds the better. 

Any nation can raise the price it 
will pay in its own currency for gold. 
An increase in the price of gold is tanta- 
mount to—or a method of—currency 
devaluation. Many nations, sometimes 
more than once, have devalued their 
currencies over the postwar period. 
They have done so reluctantly, because 
they had to. It is natural that currency 
devaluations should be undertaken with 
greatest reluctance. For devaluation 
generally means higher prices and high- 
er prices are unpopular. The United 
States is no exception to this rule. The 
dollar price of gold will scarcely be 
advanced unless the need to do so 
becomes imperative and inescapable. 

The most imposing argument for an 
increase in the gold price is that the 
growth of world trade plus inflation 
create a need for more gold reserves 
which can be provided by marking up 


the price, world-wide. The Economist, for 
example, drawn a conclusion that the 
price of gold should be trebled because 
dollar prices of many commodities have 
trebled over the past 20 years or since 
the last world-wide round of gold price 
increases was completed. This is get- 
ting the cart before the horse; the in- 
flation of the past 20 years got its gold 
base out of the excessive rise in gold 
price and enormous stimulation to gold 
production. If the gold price were to 
be related to commodity prices and 
marked up every time commodity prices 
rose, it would cease to have use or 
meaning as an official currency standard. 
The use of any fixed gold price is to 
check excessive credit expansion and 
rising commodity prices. 

Any comparison of the gold position 
today with twenty years ago would show 
a scarcity because America has indulged 
in so much inflation in the meantime. 
But to raise the price of gold dramatically 
would be to destroy 


at this juncture 

faith in all the currencies of the western 
world. In the 1930's gold price in- 
creases had a _ legitimate object of 


encouraging recovery of a painfully and 
inequitably deflated world price structure. 
Inflation today is barely mastered. We 
should have no wish to give it a longer 
lease on life. 


HONGKONG EXCHANGE 
MARKETS 


U.S. $ 

July T.T. High T.T. Low Notes High Notes Low 

14 $581% 581% 579% 578% 

15 585, 581% 584 579% 

16 588 585%, 5874 583% 

i, 585% 5834 583% 582% 

18 587 585% 586% 584% 

19 585 584 5844, 583% 

D.D. rates: High 5854; Low 579%. 

Trading totals: T.T. US$5,230,000; 
Notes cash US$685,000; forward 
US$6,160,000; D.D. US$360,000. The 


market firmed as the crisis in the Middle 
East mounted. In the T.T. sector, gold 
merchants were keen buyers; demand 
from general merchants and speculators 
was also strong. Offers from Japan, 
Korea, and the South East Asia ports 


FAR EASTERN 


EcoNomic REVIEW 


last day on account of the heavy change 
over interest which favoured sellers and 
aggregated HK$4.95 per US$1,000. 
Positions taken by speculators averaged 
US$2\4 million per day. The D.D. 
market was quiet. 

Most exchange operators anticipated 
that the market would be erratic; the 
Middle East crisis will also affect the 
Pound Sterling thus maintaining the cross 
rate at about the present level. 


Far Eastern Exchange: Highest and 


lowest rates per foreign currency unit in 
HK$: Philippines 1.81—1.78, Japan 
0.014425—0.014375, Malaya 1.88— 


1.875, South Vietnam 0.07194—0.0714, 
Laos 0.055, Cambodia 0.082, Thailand 


0.2762—0.2747, Indonesia 0.0714— 
0.068. Sales: Pesos 250,000, Yen 63 
million, Malayan $310,000,  Piastre 


8 million, Kip 6 million, Rial 5 million, 
Tical 3 million, Rupiah 200,000. The 
market was quiet, and the movement of 
Pesos was caused by higher US$ 
exchange, others were not affected by 
the news of the Middle East crisis. 
Chinese Exchange: People’s Yuan note 
quotations further dipped because coun- 


terfeit notes appeared in the market; 
there were no _ buyers. Selling rates 
were $0.50—0.46 per Yuan. Taiwan 


Dollar notes quoted $0.1405—0.14 per 
Dollar; remittances, 0.135—0.134. 

Bank Notes: Highest and lowest rates 
per foreign currency unit in HK$: 
England 16.10—16.08, Scotland 14.00, 
Ireland 13.50, Australia 12.56—12.51, 
New Zealand 14.15, Egypt 10.05, East 
Africa 15.00, South Africa 15.62—15.60, 


West Africa 13.00, Jamaica 13.50, 
Gibraltar 13.50, Malta 12.50, Cyprus 
12.50, Fiji 10.00, India 1.1773—1.165, 
Pakistan 0.82—0.815, Ceylon 0.915, 


Burma 0.52, Malaya 1.853—1.84, Canada 
6.0425—5.985, Cuba 5.00, Argentina 
0.125, Brazil 0.052, Peru 0.24, Mexico 
0.40, Philippines 1.825—1.8175, Switzer- 
land 1.33, West Germany 1.36, Italy 
0.00905, Belgium 0.104, Sweden 1.02, 
Norway 0.72, Denmark 0.77, Netherlands 
1.45, France 0.0127—0.0126, South 
Vietnam 0.0755—0.0715, Laos 0.055— 


however were plentiful. In the Notes 0.054, Cambodia 0.083—0.0815, New 
market, speculators absorbed heavily at Guinea 1.00, Indonesia 0.07—0.066, 
first but liquidated their holding on the Thailand 0.269—0.2675, Macao 1.00— 
Last week’s selling rates of local exchange dealers 
Country Currency - Denomination In HK$ In US$ 
America Dollar 5-100 5.855 
Australia Pound 5-10 12.65 2.162 
Britain Pound land 5 16.20 2.769 
Burma : Kyat 10-100 0.54 0.092 
Cambodia Rial all 0.084 0.01436 
Canada Dollar 5-20 6.01 1.027 
Ceylon Rupee 5-100 0.95 0.163 
France Franc all 0.0127 0.002161 
Hongkong Dollar all a 0.17108 
India Rupee all 1,18 0.202 
Indonesia Rupiah all 0.08 0.01368 
Japan Yen 100-5000 0.0147 0.002513 
Laos Kip all 0.057 0.00974 
Macao Pataca all 1.01 0,172 
New Zealand Pound 1-10 14.25 2.436 
Pakistan Rupee 100 0.84 0.144 
Philippines Peso 5-100 1.83 0.313 
Singapore Dollar 5-100 1.85 0.316 
South Africa Pound all 15.90 2.718 
Switzerland Franc all 1,37 0.234 
Taiwan Dollar 5 and 10 0.145 0.02479 
Thailand Tical 10-100 0.272 0.0465 
Vietnam Piastre all 0.0735 0.01256 
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0.995, Japan 0.014625—0.0145. 


market was very quiet. 


Gold Market 


The 


July High .945 Low .945 Macao .99 
14 $2524 252 Low 261% 
15 255% 252% 

16 257% 254% 

17 255 253% 

18 257% 255 

19 257% 254% 267% High 


Opening and closing prices were 252 
and 257; highest and lowest, 25754 and 
252. The market which had been slug- 
gish recently turned strong with rates 
pushed higher and higher. The Middle 
East crisis stimulated world prices while 
local speculators activated. Interest 
favoured buyers and aggregated 40 HK 
cents per 10 taels of .945 fine. Tradings 
averaged 15,500 taels per day and 
amounted to 93,000 taels for the week, 
in which 10,820 taels were transacted in 
cash (2,120 taels listed officially and 
8,700 taels arranged privately). Positions 
taken by speculators averaged 11,600 
taels per day. Imports from Macao 
amounted to 8,000 taels. One shipment 
of 48,000 fine ounces reached Macao in 
the week. Exports totalled 7,500 taels 
(5,000 taels to Singapore, 2,000 taels to 
India, and 500 taels to South and North 
Vietnam). Differences paid for local 
and Macao .99 fine were HK$12.10— 
12.00 and 11.20 respectively per tael of 
._945 fine. Cross rates were US$38.08— 
38.05 per fine ounce; 96,000 fine ounces 
were contracted at 38.04 cif Macao. US 
double eagle old and new coins quoted 
at $274—271 and 238—236 respectively 
per coin, English Sovereigns $61 per 
coin, and Mexican gold coins $281—278 
per coin. Silver Market: 600 taels of 
bar silver traded at $5.50 per tael, and 
500 dollar coins at $3.55 per coin. 
Twenty-cent silver coins quoted $2.70 
per five coins. 

Money Market: The market was quiet 
and easy. It was rumoured that some 
banks had raised the interest rate for 
letters of credit possibly on account of 
the grave situation in the Middle East. 


HONGKONG SHARE MARKET 


A large number of investors began to 
unload their holdings as soon ag the 
news of the Middle East Crisis reached 
Hongkong. Prices dipped as_ selling 
pressure mounted. On the other hand, 
a few optimistic operators began to 
absorb some popular shares towards 
weekend at attractively low prices; they 
speculated that the unrest in the Middle 
East would not develop into a major war. 
Consequently, Hotels, Lights, Electrics, 
Telephones, Hongkong Banks and Dairy 
Farms recovered slightly on Friday but 
closing rates were still much lower than 
those for the previous week. Most 
shares lost the gains accumulated during 
the recent boom. 

The turnover on Monday amounted 
to $589,000, on Tuesday $798,000, 
Wednesday $135,000, Thursday $1,142,- 
000, Friday $751,000. The undertone 
at the close on Friday was uncertain. 

Rubber Output—The June 1958 crop 
from Amalgamated Rubber Estates 
amounted to 756,680 pounds making a 
total output for the year ended June 30, 
1958 of 8,298,997 pounds. 
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Share July 11 [ Last Week's Rate Up & Down Dividend Estimated 
Highest Lowest Closing Yield (%) 
HK Bank) och ss $795 $800 $782.50 $785 —$10 $45 5.73 
Unions Ins ..... 75.50b 75.50 75.50b 75.50n quiet $3.40 450 
Lombard 29n — — 29n quiet $2 6.90 
Wheelock 6.15 6.20 5.90 5.90 —25¢ 75 12.71 
Yangtsze 5.90 6 5.95 6n steady 65¢ 10.83 
Allied Inv 4575s 4.60s 4.575n 4.5750 steady 25¢ 5.46 
HK & FE Inv 10.60n _ — 10.60n quiet 80c 755 
HK Wharf ONE 100 103s 98b 102s steady $9 8.82 
HK EDOCKS Guana 41.75b 42 41 41.50s —25c $2 4.82 
Provident 12.40s 12.30 12 12s —40c $1 8.33 
HK. Dandi ~ ons. 33 32.75 31.50 31.50 —$1.50 $2.40 7.62 
Realty 1.675b 1,725 1.65b 1.725s steady 15¢ 8.70 
Hotel 22.30 22.70 21.20 21.40 —90c $1.50 7.01 
Star Ferry ..... 112b il4s 1llb 11llb —$l $9 8.11 
Yaumati 98 98 96 96 —$2 $7.50 7.81 
Trams 26.90 26.90 25.60 25.60 —$1.30 $1.90 7A2 
Light 18.20 18.20 17.20 17.50 —70c $1.10 6.29 
Electric 28.10 28.20 26.70 27 —$1.10 $1.90 7.04 
Telephone 26.50 26.50 24.90 25.10 —$1.40 $1.50 5.98 
Cement 23.30 23.40 23s 23s —30c $3 13.04 
Dairy Farm 17.60 17.70 17.20 17.30s —30c $1.80 10.40 
Watson Pe isireteste.s 11,30 11.10 10.90 10.90 —40c $1 9.17 
Amal Rubber... 1.65 1.65 1,50b 1,625s Mc 20c 12.31 
Miexiile | a diaskisle< sk 4.125s 4.075 4,025 4.50s Ve 60c 14.81 
Nanyang... 7.80s _ _ 7.700 —10¢ $1.10 14.28 
HONGKONG TRADE Trade with Europe—Local knitting 


Hongkong’s entrepot trade remained 
quiet last week. Prices for most com- 
modities however firmed in the _ local 
market because dealers anticipated re- 
plenishment difficulties in view of 
mounting tension in the Middle East. 
Most importers however refrained from 
booking heavy supplies from UK, Europe 
and Japan. The majority of local 
businessmen believe that this is just 
another small war. 

Trade with China—An exhibition of 
Chinese stationery and educational sup- 
plies was held in the Chinese General 


Chamber of Commerce Building in 
Hongkong. Items on display included 
fountain pens, pencils, calculating 


machines, Chinese typewriters, scientific 
instruments, newsprint and other paper, 
sports goods and toys. The exhibition 
was sponsored by the China Sundry Pro- 
ducts Export Corporation and most items 
came from Shanghai, Canton and Tien- 
tsin. Many of the above items are 
already enjoying steady local demand 
because prices are rauch cheaper than 
similar local and Japanese products. 
Other light industrial products such as 
cement, sugar, cotton textiles and window 
glass also arrived in large quantities. 
Imports of foodstuffs remained heavy. 
China's purchases from here however 
failed to improve. Orders from Shanghai 
and Canton covered only a few items of 
metals; quantity involved was very small. 

Trade with Japan—Scrap metals, cot- 
ton waste, hide, rattan, oilseeds and other 
produce constituted the major portion of 
over 1,000 tons of exports shipped from 
here to Japan. Imports of cotton textiles, 
metals, paper, wheat flour, cement, ferti- 
lizers and other merchandise from Japan 
were very quiet; only about 500 tons last 
week. Dealers here enquired for a large 
number of essential items from Japan 
during the second half week but refrained 
from booking heavy supplies. Further 
deterioration of the situation in the 
Middle East however will immediately 
embolden them to grab whatever they 
can from Japan as they did during the 
Suez Crisis. 


mills reported better demand from Europe 
for gloves and other knitwear. Orders 
came chiefly from West Germany, Sweden 
and Belgium. The allegation by Dutch 
manufacturers that HK is dumping gloves 
in Western Europe is groundless. HK’'s 
exports of gloves to the Netherlands are 
not as heavy as Japan’s shipments of 
gloves to that market. China also sent 
large consignments of gloves to the Dutch 
market. As a matter of fact, Netherlands 
recently curtailed imports of HK gloves 
because Japanese and Chinese products 
are much cheaper. 

Trade with US—Cargo movements 
between HK and US slowed down after 
heavy shipments to and from US during 
June. Booking of supplies from US was 
quiet last week because exchange rates 
for US Dollars advanced sharply on 
account of the landing of US forces in 
Lebanon and Turkey. 

Trade with Thailand—Exports of food- 
stuffs, consumer goods and _ industrial 
supplies to Bangkok totalled about 1,000 
tons; Chinese products constituted about 
50 per cent of the tonnage. Purchases 
from here however slowed down during 
the week; orders from Bangkok covered 
only small lots of paper, pharmaceuticals, 
foodstuffs and metalware. Imports of 
rice, hide, cattle and other supplies from 
Thailand were curtailed because advance 
in exchange rates here for Baht made 
replenishments too expensive. 

Trade with Indonesia—About 1,000 
tons of sugar and 1,200 tons of rattan 
and other staples arrived from Indonesia. 
Djakarta’s purchase of cotton textiles and 
other supplies from here however was 
still restricted to small lots. 

Trade with Malaya—Djakarta and 
other Indonesian ports, on the other 
hand, continued to procure large quan- 


tities of supplies from Singapore and 
Malaya indirectly stimulating exports 
from here to these two destinations. 


Principal exports included canned food, 
shirts, phoeto supplies, toys, paints, shoes, 
wheat flour, eggs, pharmaceuticals, 
vegetables, provisions and metalware. 
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Trade with the Philippines—Manila 
importers ordered enamelware, hurricane 
lantern, cosmetics and sundries from 
here; orders however still covered only 
small lots. 


Trade with Korea—Demand from 
Seoul was very sluggish covering only a 
few items of paper and other essentials. 
Importers there no longer consider HK 
as a main source of supply. Dealers 
here find orders from Seoul either too 
big due to short stock here or difficult 
to accept on account of low buying 
offers. 


Trade with Taiwan—lImport of sugar 
and live hogs was curtailed but supply 
of tea and camphor products increased. 
From here, Taipei bought limited quan- 
tities of chemicals, dairy products and 
sundries. The lack of foreign exchange 
funds in Taipei will continue to restrict 
exports from here to Taiwan while keen 
competition from Mainland products will 
discourage local dealers from booking 
too much sugar and other goods from 
Taiwan. 


Trade with Cambodia—Cargo move- 


ments between HK and Phnompenh 
remained slow. Only 500 tons of live 
hogs, beans, oilseeds, maize and other 
staples reached here while exports of 


sugar, torch, cotton textiles, garlic and 
other sundry goods amounted to about 
400 tons. Prospects of improvement in 
trade with Cambodia are very dark 
because Phnompenh is importing the 
bulk of its consumer goods direct from 


China. 


Trade with Laos—Vientiane importers 
enquired for construction materials and 
cotton textiles from here. Quantities 
involved however were still very small. 


Trade with Vietnam—Trade with 
South Vietnam was also limited to small 
consignments of beans, scrap metals and 
sundry provisions from Saigon in 
exchange for insignificant quantities of 
foodstuffs, medicinal herbs, fruits, metal- 
ware and sundry goods from here. 


Trade with Burma—Rangoon enquired 
for sugar from the local market. Dealers 
here were not very keen on this business 
because the order would probably be 
placed with Taiwan or Japan. Orders 
from Rangoon for enamelware, rubber 
shoes and sundries covered only small 
lots. 


Trade with Australia—About 1,000 
tons of sawn timber, woodoil, cotton 
textiles, plastics, gloves and other HK 


manufactures were shipped to Australia. 
Imports of frozen meat, wheat flour, dairy 
products, wooltops and other consumer 
goods remained heavy. 

Trade with Africa—Demand from 
South Africa covered cotton goods, 
vacuum flasks, plastics, torch and other 
metalware. Buying offers however were 
kept very low. Trade with South Africa 
is not likely to improve in the near future 
because authorities there may increase 
import duties on a large number of 
principal imports. 

Trade in Produce—Woodoil, cassia, 
aniseed star, sesame, citronella oil, jute, 
rosin, bitter almond, camphor products 


and feathers retained steady demand from 
Europe, Japan and Australia. Demand 
from Japan however was not as strong 
as local dealers had anticipated following 
the disruption of trade talks between 
Japanese businessmen and Chinese trade 
officials. On the other hand, demand 
from Europe improved recently, parti- 
cularly from West Germany. The 
volume of trade here was still restricted 
by the lack of adequate stock in most 
cases; supply from China was difficult to 
procure while imports from SE Asia were 
handicapped by increased cost. 


Trade in Metals—The market was 
quiet. China enquired for steel plate 
and tinplate waste waste but. made no 
purchase because dealers here would not 
mark down their prices. At the begin- 
ning of the week prices were weak 
because cif quotations from Japan for a 
number of popular items such as struc- 
tural steels and galvanized iron sheets 
and steel plates were fractionally lower. 
It was rumoured that indents from Europe 
would also be marked down. Towards 
weekend however prices turned steady 
because cif quotations from all suppliers 
firmed due to the grave situation in the 
Middle East. Local demand for struc- 
tural steels, pipes, wire, steel plate, waste 
waste remained steady. 


Trade in Paper—Local demand for 
woodfree printing, kraft, foolscap, cello- 
phane, glassine and straw board kept the 
market active; buyers took Chinese and 
Japanese products in most cases on 
account of low prices. Exports were 
quiet; only Thailand enquired for mg cap, 
bond and duplex board. Prices were 
steady in general because most popular 
items were short in stock. 


Trade in Chemicals—Demand from 
China was not sustained. Taiwan was 
interested in ammonium chloride, gum 
arabic and copal but low buying offers 
handicapped trading. Local demand for 
sodium hydrosulphite, acetic acid, man- 
ganese oxide, carbon black and petrola- 
tum remained steady but quantities 
involved were insignificant. Consequently, 
the volume of business was very small. 

Trade in Pharmaceuticals—Thailand 
enquired for penicillin preparations and 
Korea was interested in saccharine 
crystal. Exports werd otherwise quiet. 
Local pharmaceutical manufacturers and 
dispensaries provided steady demand for 
penicillin preparations, dihydrostrepto- 
mycin, sulfaguanidine, aspirin, saccharum 
lactose, vitamin B2, gum acacia, gum 
tragacanth and caffeine alkaloid but the 
volume of business was very limited. 
Prices however were firm because most 
items were short in stock. 

Trade in Cotton Yarn—Demand for 
HK yarn from local knitters improved. 
There were also enquiries from Laos for 
HK cotton yarn. Prices firmed especially 
when world quotations for cotton 
advanced. Imported brands also enjoyed 


better local demand than during the first, 


half of this month; prices for Pakistan 
brands turned steady but Indian brands 
remained weak because supply still far 
exceeded demand. Japanese fine yarn 
was kept steady by firmer indents but 
Chinese brands continued sluggish. 
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Trade in Cotton Piecegoods—Spot 
transaction was quiet. Local brands 
were kept steady by previous orders from 
UK, US, Africa, SE Asia and local pro- 
cessing mills as well as by new enquiries 
from Indonesia. Imported brands how- 
ever dipped further during the week. 


Trade in. Rice—Supply and demand 
were kept in equilibrium; prices steady 
in general. 

Trade in Wheat Flour—The market 
remained weak with more supply than 
demand. Singapore and Malaya con- 
tinued to absorb HK brands from here 
but quantities involved were too small to 
stimulate the market which was sluggish 
under heavy supply from Japan, Canada, 
Australia, US and Canada. Cheap flour 


from the Mainland further depressed 
prices. 
Trade in Sugar—Taiwan granulated 


white sugar improved from steady to firm 


on local demand and enquiries from 
Cambodia; imports during the week 
also curtailed. Chinese sugar was 


marked further down to attract more 
orders during the first half week; quota- 
tions from Canton and Tientsin however 
were pegged higher towards weekend in 
sympathy with firm international prices. 
HK Taikoo products also attracted steady 
local demand and orders from Cambodia; 
prices firmed towards weekend. There 
were enquiries from Rangoon for HK 
sugar but no transaction was closed 
during the week. 


Trade in Cement—Prices were steady 


for both local and imported brands. 
Local consumption remained high. 
Dealers here curtailed imports from 


China and Japan recently on account of 
the decline in reexports to SE Asia. 


NEW COMPANIES IN 
HONGKONG 


Following new companies were 
incorporated during the fortnight ended 
May 17, 1958 (all capital is nominal 
and in Hongkong Dollars) :-— 


Hongkong Precision Machine Works 


Ltd.—Mechanical and _ electrical en- 
gineers; Capital, 1,000,000; 163 Des 
Voeux Road Central, Hongkong; 
Subscribers: H.E. Renfro, 6 Kimberley 
New Street, Kowloon, engineer; William 
Y. Wan, 58 Ngau Chi Wan Village, 
Kowloon, merchant. Managers Ltd.— 
Agents of individuals and companies; 
Capital, 100,000; 201 Princess Theatre 


Building, Kowloon; Subscribers: Fenwick 
Deans Hammond, 36 Dina House, Hong- 
kong, solicitor; Brian Shane McElney, 2 


St. John's Apartments, Hongkong, 
solicitor. Hua Tong Trading Co. Ltd.— 
Importers & exporters; Capital, 


1,000,000; 71 Connaught Road Central, 
Hongkong; Subscribers: Chua Lian Huat, 
7 Seng Wo. Crescent, Hongkong 
merchant; Wong Kai Yue, 71 Connaught 
Road Central, Hongkong, merchant. 


July 24, 1958 


HONGKONG'S TRADE IN JUNE AND JAN-JUNE 1958 


The value of merchandise exported during June amounted 
to $234.91 million. This figure exceeded the total for the 
the preceding month by $4.44 m, and represented an increase 
of $9.17 m over that for the corresponding month last year. 
Imports in June declined to $353.89 m, $16.28 m lower than 
the value for May 1958 and $46.19 m less than June, 1957. 

Total exports during the first six months this year 
amounted to $1,403.16 m, a drop of $175.18 m compared 
with those for the same period last year. Imports fell by 
$468.01 m to $2,230.37 m. Although significant increases 
were recorded in exports to the United States ($63.30 m), and 
to the United Kingdom ($30.54 m), exports to Japan and 
Indonesia fell considerably by $114.34 m and $100.40 m re- 
spectively. China remained Hongkong’s principal supplier, and 
increased her exports to the Colony by $19.40 m. Heavy 
reductions were registered in imports from Japan ($72.51 m), 
the United Kingdom ($72.05 m), Belgium ($59.82 m), and 
the United States ($58.32 m). Important changes in the 
direction of trade for the first six months of the year 
pepirared with the corresponding period in 1957 are shown 

elow: 


EXPORTS 
Total for Total for 
Country Jan./June Jan./June Increase/ 
1958 1957 Decrease 
$ MILLION § MILLION $ MILLION 
WS vAC es a. Renate ss. o Beer as 148.45 85.15 + 63.30 
United Kingdom ........ 191232 160.78 90-54 
Wala velver cr seks sis. o. cre nie-a 198.92 188.62 Se) O30 
papain Petaet cea ive ay scer egty.a o's 55.80 170.14 — 114.34 
Fisdonesiay § pasiets. 63+ cinctne as 108.42 208.81 — 100.40 
ERE © aidha Ge PES rio casita 43.12 63.05 — 19.93 
Waa Me We sctemcie Ghee: ss cckereret sys 13.88 25.03 — I1.15 
PSU re ee wets hs Gicuent aaai eu 13.50 23.63 — 10.13 
Total for Total for 
Commodity Jan./June Jan./June Increase/ 
1958 1957 Decrease 
$ MILLION § MILLION $ MILLION 
Glorhingacrtenien “usta tines: 252.83 204.57 + 48.26 
Footwear ise. sche ss 48.42 38.20 + 10.22 
Textile yarn and piecegoods 326.20 378.89 + 52.69 
Base*metals Aica86:. Saas «5 Pilot li 78.97 — 51.19 
Ores and metal scrap 18.86 65.55 — 46.69 
Textile, fibres) 6.5 sisjeivsnsues 12.80 56.80 — 44.00 
Inedible animal and veget- 
able crude materials 51.33 65.11 — 13.78 
Fabricated buildings; sani- 
tary, plumbing, heating 
and lighting fixtures 
and fittings ........ 25.26 35.36 — 10.09 
IMPORTS 
Total for Total for 
Country Jan./June Jan./June Increase/ 
1958 1957 Decrease 
$ MILLION § MILLION § MILLION 
Ghing e eicte cele ners age suas 591.96 572.56 + 19.40 
Cambodia: mienicies de sels) 30 37.63 26.53 Sit enn!) 
dary ele stofe KotaielloGnayerakonivera) otal 308.18 380.69 — 72.51 
United Kingdom ........ 264.40 336.45 — 72.05 
Belgium ).2.2 60.0000 s0% 23.53 83.36 — 59.82 
MOS A eezs 6s a sen 86-0 ene 241.89 300.21 — 58.32 
eakistan aii seeks ciel. 21.69 57.01 — 35.32 
TEU Ale @ ond Dio aieete Cu onaians 17.79 47.86 — 30.08 
ridiat senate ekeieie es crs 19.18 48.82 — 29.64 
Switzerland .......+-+- 74.91 97.48 — 22.57 
West Germany .....+--> 68.65 83.13 — 14.48 
Ie pe ado coteren cance 20.08 33570 — 13.67 
PNtetralian eriveie loci swio0eo 701 49.39 61.72 — 12.33 
Netherlands ........-.-> 34.17 es _ tae 
ACR, osteo irormaccas aie 88.35 ; _ J 
Leeann 4.59 15.50 — 10.91 


Philippines 


Commodity 


Cereals and cereal prepara- 

WHORES srsisteretenerererde.c sie 
Live animals 
Medicinal and pharmaceu- 


tical products 


Base, metals) Seorasndene, sre 
Textile yarn and piecegoods 


Textile fibres 


Ores and metal scrap 


Ce ed 


Inedible animal and veget- 


able crude materials 
Scientific instruments; photo- 
graphic and_ optical 
goods; watches and 
Glocke. Rae quien seeiorae 
Paper, paperboard and 
manufactures ...... 


Transport equipment 

Meat and meat preparations 

Sugar and 
tions 


sugar prepara- 


Animal and vegetable oil .. 


Total for 
Jan./June 


1958 
$ MILLION 


174.24 
103.01 


45.37 
89.49 
354.67 
27255 
3.62 


66.84 


86.62 


54.45 
45.05 
PME) 


34.98 
30.36 


Total for 
Jan./June 
1957 


$ MILLION 


146.44 
77.66 


35.33 
237.91 
460.57 
192.58 

40.41 


100.35 


118.57 


73.69 
59.74 
38.03 


47.74 
40.92 
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Increase/ 
Decrease 
$ MILLION 


+ 27.80 
ai ASI 5)5) 


+ 10.04 
— 148.42 
— 105.90 
— 65.03 
— 36.79 


— 33.51 


— 31.95 


— 19.24 
— 14.69 
— 12.84 


— 12.77 
— 10.56 


The value and volume of trade conducted through the post 
during June 1958 were: (1) Number of parcels despatched, 
4,778 (Value $1,383,836); (2) Number of parcels received, 


3,485 (Value $3,041,942). 
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Exports of Hongkong Products—Exports of products 
wholly or principally of Hongkong origin during June were 
valued at $99.60 million, a decrease of $6.58 m compared 
with the preceding month. The June 1956 total amounted to 
42.4 per cent of the Colony’s total exports for the month, and 
was higher by $0.55 m than that for the corresponding month 
in 1957. A comparison of the totals for the first six months 
of 1958 and 1957 showed an increase in 1958 of $27.39 million. 
Although reductions were recorded in the value of exports to 
Indonesia ($31.60 m), Philippines ($8.58 m), Burma ($6.04 
m), Union of South Africa ($5.58 m), Africa, not elsewhere 
stated ($5.58 m) and Laos ($4.35 m), these drops were more 
than compensated for by increases in exports to other markets, 
notably the United States and the United Kingdom, up by 
$44.65 m and $27.33 m respectively. Following table shows 
important changes in exports of Hongkong products during 
the first six months of 1958 compared with the corresponding 
period in 1957. 


Total for Total for 
Country Jan./June Jan./June Increase/ 
1958 1957 Decrease 
$ MILLION $ MILLION $ MILLION 
SEAS aca tense, soenereen ch cater 102.91 58.25 + 44.65 
United Kingdom ........ 162.65 [35532 -+ 27.33 
Wiest Germany... «sss. se 17.97 8.42 Sr Rae 
WENNER 5 percom ia O.0.cenc OO 5ano2 48.57 Ons 
Nigeria ey ni anirernrento-s caine 15.77 10.49 aire uelaZAe) 
Iindonesiaie inst emer a Patras 28.67 60.27 — 31.60 
Philippines, (je/ctete--cyseeenn « 10.91 19.49 — 8.58 
Burma eens cobeaema: 5 2.64 8.68 — 6.04 
Union of South Africa 12.70 18.28 — 5.58 
Africa, not elsewhere stated Yea) 13.15 — 5.58 
PYRO ct va sve ltiec elias aha emeMe gone 3.93 8.28 — 4.35 
Total for Total for 
Commodity Jan./June Jan./June Increase/ 
1958 1957 Decrease 
$ MILLION $ MILLION $ MILLION 
Outerwear, other than 
knitted, not  embroi- 
dered, not elsewhere 
Stated — siusyescsisastsve.0 « “03.67 55.88 47279 
Footwear” cac.cee eee ane 47.53 37.84 + 9.70 
oys and! games “ateutene 31.98 24.40 + 7.58 
Underwear and nightwear, 
knit or made of knitted 
fabrics (except cotton 
singlets and shirts) 20.15 13.97 One: 
Gotton yarn ge sens ees 42.82 60.13 — 17.31 
Electric torches ......... 13.88 21.91 — 8.03 
SHITESS Retemause tale tue egoh fae ods 33.45 40.31 — 6.86 


Certification of Hongkong Products—Thirty-eight factories 
were registered for the issue of Certificates of Origin and/or 
Imperial Preference Certificates and eleven for the issue of 
Comprehensive Certificates of Origin. Application for registra- 
tion was refused in |7 cases, six of which were for the issue 
of Comprehensive Certificates of Origin. Ten factories were 
removed from the register. Registration was restored to 15 
factories, and registration of 45 factories suspended mainly 
pending compliance with new procedures. Certificates of 
Origin of all kinds and Imperial Preference Certificates prepared 
and/or signed during the month numbered 17,484 and covered 
goods to a declared value of $68,102,565. 

Advice was received from the Customs authorities of the 
Government of Western Samoa and the Cook Islands Adminis- 
tration that 50 per cent Commonwealth content was required 


to qualify goods for admission to these territories under pre- 
ferential rates of duty. 
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EXPORTS OF HONGKONG PRODUCTS 
(By COUNTRIES) 


Cou 


British Com 
Aden 


Australia 


British 
British 
British 
British 
British 
British 
Canada 
Central 
Ceylon 
Fiji 
India 
Malaya 
Mauritiu: 


New Zealand 


Nigeria 
Pakistan 


Union of South Africa 


United 


British Commonwealth, n.e.s. 


Asia 
Burma 
Cambodi 
China 
Taiwan 


Indonesia 


Macao 


Middle and Near East 
North Korea 
North Vietnam 
Philippines 
South Korea 
South Vietnam 


Thailand 
Asia, n. 
Europe 
Austria 
Belgium 


Denmark 


France 


West Germany 


Italy 


Netherlands 


Norway 
Sweden 


Switzerland 


Europe, 
Africa 

Belgian 

Egypt 


French Equatorial & West Africa 


French 


Madagascar 


Africa, 
America 


Argentina 


Brazil 


Cuba 


Mexico 


South America, 


U.S.A. 


Venezuela 


Oceania 
United 
Oceania, 


Total: 


East Africa .... 
Mediterranean Territories 
Oceania, Nn.e.s. 
West Africa, n.e.s. 


ntry 


monwealth 


Borneo 


West Ihdies 


African Federation 


Ss 


Kingdom = =. ss 


a 


e.S. 


n.¢.s, 


Congo cawechcsaviesnasneccnesinny 
North Adtica iraciacicetnments ate 


n.¢.s. 


N.¢.s. 


States Oceania 
n.¢.s. 


June Jan./June Jan./June 
1958 1958 1957 
HK$ HK$ HK$ 
547,747 3,224,374 3,672,739 
3,061,233 17,667,525 14,874,157 
825,015 5,745,809 6,101,107 
1,368,622 10,201,493 12,444,242 
279,816 2,323,348 3,628,464 
123,707 570,242 672,854 
1,075,986 5,826,826 10,030,768 
1,734,876 8,131,566 7,623,734 
2,620,511 14,284,752 —-10,982,549 
475,170 3,374,630 5,958,355 
587,595 3,283,818 3,536,515 
315,725 1,752,292 702,949 
12,652 258,616 1,560,334 
7,703,431 55,315,699 48,566,399 
440,200 2,257,721 1,579,145 
1,468,308 4,220,633 4,015,623 
2,102,498 15,770,296 10,489,680 
177,192 610,098 526,342 
1,830,236 12,697,852 18,277,126 
23,497,432 162,649,074 135,322,889 
7,750 86,602 40,474 
260,961 2,638,303 8,682,777 
191,343 2,107,671 2,824,394 
92,773 283,495 2,704,346 
100,747 474,086 1,429,404 
6,782,215 28,668,198 60,269,724 
741,464 3,518,669 3,576,457 
668,765 3,930,689 8,277,625 
472,658 2,906,004 3,287,188 
1,591,571 10,428,138 8,334,886 
475 475 = 
= 128,351 28,211 
1,415,429 10,912,055 19,493,439 
30,302 2,277,111 464,164 
128,425 931,027 660,963 
3,563,661 21,292,620 23,683,673 
65,633 465,305 747,793 
9,698 32,446 2,419 
268,728 2,015,874 1,527,649 
232,200 1,344,429 1,592,087 
221,495 1,700,612 2,387,142 
3,340,176 —-17,971,452 8,420,831 
162,959 1,229,618 539,590 
765,923 4,934,241 3,610,593 
526,680 3,247,620 1,558,241 
1,048,040 5,593,550 3,567,164 
82,919 882,820 332,417 
151,972 800,708 373,494 
621,937 3,541,567 $6,718,306 
450 7,136 20,425 
2,298,206 13,614,351 12,436,001 
70,673 389,476 1,414,341 
155,244 1,187,323 2,214,705 
1,057,287 7,574,177 13,154,755 
55,160 180,295 28,251° 
81,184 457,360 23,300 
1,380,274 8,548,819 10,061,617 
370,477 1,240,093 1,198,265 
97,768 849,932 424,542 
40,696 451,767 1,073,371 
397,192 2,265,580 2,651,602 
16,960,879 102,905,896 58,253,652 
1,081,081 5,079,742 3,399,297 
1,445,207 7,261,260 6,663,278 
313,284 2,973,498 3,290,588 
99,599,913 619,397,105 592,009,412 


—— ee 


(To be Continued) 


